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Opening Statements 

Mr. Kingston. We will go ahead and bring the committee to 
order. And before doing so, let me yield to Mr. Farr and see if he 
has any opening statements. 

Mr. Farr. I have an opening statement. Thank you very much 
for all coming. We are in votes. We have one vote now we are just 
finishing up, and then we have two more. So it is going to take 
about 15, 20 minutes. And appreciate you being here. Look forward 
to your testimony. 

And I am going to have to apologize. A bunch of time, I am 
across the hall at the Mil Con Appropriations because I have got 
a lot of military actions in my district. 

Mr. Kingston. And may I ask for unanimous consent to let him 
do his testimony? Because I have already voted and I will go 

through 

Mr. Farr. Sure. 

Mr. Kingston. Okay. Great. Thanks. See you on the floor. 

Mr. Farr. No problem. See you on the floor. 

Mr. Kingston. All right. Mr. Under Secretary, the floor is yours. 
Mr. Tonsager. Thank you, sir. Thank you, Chairman Kingston, 
Ranking Member Farr, and members of the subcommittee. It is my 
privilege to present the Administration’s budget priorities for rural 
America. 


( 1 ) 



2 


Today I am accompanied by Mr. Jonathan Adelstein, Ms. Judy 
Canales, Ms. Tammye Trevino, administrators for Rural Utilities, 
Business and Cooperatives, and Housing and Community Facilities 
Programs. I ask that their statements be included for the record. 
Mr. Kingston. Without objection. 

[The statements referred to follow:] 
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RURAL DEVELOPMENT 

Statement of Jonathan Adelstein, Administrator, Rural Utilities Service 
United States Department of Agriculture 
Before the Subcommittee on Agriculture, Rural Development, Food and Drug 
Administration, and Related Agencies 


Thank you Chairman Kingston, Ranking Member Farr, and Members of the House 
Agriculture Appropriations Subcommittee, I appreciate this opportunity to discuss the 2013 
Budget for the Rural Utilities Service (RUS) and how this Committee’s investment in 
infrastructure plays a role in building a stronger America. RUS programs have a long history of 
helping to improve the quality of life in rural communities and to create jobs and economic 
opportunities throughout the diverse utilities supply chain. Continued investment in rural 
utilities systems will benefit not only rural businesses and residents, but will help create jobs 
nationwide for years to come. 


Overview 

RUS has generations of expertise in rural infrastructure investment. RUS and its predecessor 
agency, the Rural Electrification Administration (REA), helped finance many of the vital 
electric, telecommunications and water, and wastewater systems that were developed over the 
course of the last century. Many are still operating today. 

RUS infrastructure investments have a track record of facilitating rural economic 


development, which is essential to building a strong U.S. economy. By financing reliable and 
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affordable utility systems, RUS investments help create jobs, increase prosperity and strengthen 
rural economies for future generations. 

RUS remains uniquely positioned to play a strong role in our Nation’s efforts to create an 
economy that is built to last. Our mission to provide sustainable, long-term investment through 
loans and grants for rural infrastructure projects has helped modernize our electric system, 
expand broadband access and improve the quality and safety of water and wastewater systems, 
as well as the surrounding environment, for thousands of rural areas across America. 

We can witness the success of these investments through the significant improvements made 
to the capabilities of our utilities systems. These infrastructure investments produce jobs: jobs to 
manufacture equipment for projects; jobs to build projects; jobs to operate the systems that are 
built; and perhaps most importantly, jobs that emerge as the systems generate new economic 
opportunities. 

Investment in infrastructure drives economic growth. For example, RUS programs are 
designed to help rural utilities provide the services needed to build sustainable economies. Smart 
grid technology and energy efficiency programs can expand the capability of electric systems to 
reduce wasted electricity and extend the life of existing plants. And increased production of 
renewable energy diversifies our Nation’s energy portfolio. 

Since 2009, the RUS Electric Program has funded 100,000 miles of line to upgrade the 
electric grid. These energy project investments will deliver 435 Megawatts of new electric 
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generation capacity, and another $1.6 billion in investments will fund environmental 
improvements, increasing the quality of life in rural communities. In the last year alone, RUS 
invested over $150 million in smart grid technology to help consumers lower their bills and 
improve system efficiencies. 

Broadband investment expands access to high-bandwidth capabilities that help business and 
residents compete in the marketplace. Among its many benefits, broadband improves access to 
health care, expands educational opportunities, and generates new business — businesses in 
communities that can market their products and ideas from every comer in America to anywhere 
in the world. 

RUS Telecommunications Programs’ investments made since 2009 will help deliver 
broadband service to over 1.57 million subscribers in rural areas nationwide. Our Distance 
Learning and Telemedicine program has also played a role in delivering improved access to 
healthcare and education, funding over 3,000 educational and nearly 2,000 medical facilities to 
benefit rural communities during the last three years. 

Clean, safe water is the most fundamental building block of community development. Water 
and waste systems nationwide are aging and face capacity constraints. New residents and 
business cannot locate in areas without an adequate water supply. Access to reliable sources of 
clean drinking water is a critical factor for the health and safety of residents, as it is for 
businesses, manufacturers and producers making relocation and expansion decisions. RUS 
Water and Environmental programs invest in building and repairing these critical systems. Since 
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2009, RUS water and wastewater projects have provided service to over 16 million rural 
residents. 

Rural Development’s focus on regional collaboration is expected to improve the reliability 
and affordability of electric, telecommunications and water and waste service to rural areas. 
These regional programs can leverage economies of scale so that we can continue to deliver 
projects that provide the greatest benefits at the lowest cost. Utilities systems historically cross 
state boundaries to provide service to rural areas and offer a blueprint for sustainable regional 
economic development efforts. During the past year, RUS has increased collaboration with state 
and regional partners and other Federal agencies, helping identify and reach rural areas that are 
still in need of our programs. 


RUS has also identified methods to increase the efficiency of program delivery and will 
continue to work to streamline funding, coordinate regulatory requirements and protect the 
taxpayers’ investment in rural infrastructure projects. The Administration has proposed a budget 
that will allow RUS to invest wisely and effectively to meet USDA Secretary Vilsack’s goal of 
rebuilding and revitalizing rural America. The President’s budget emphasizes the need to 
continue investing in economic development and infrastructure. The proposed budget for the 
Rural Utilities Service in 2013 requests an investment of $8.3 billion with $543 million of budget 
authority to support program spending for electric, telecommunications and water and 
wastewater programs in rural areas. By stretching each tax payer dollar into over $1 5 dollars of 
investment, this proposed budget recognizes the need to maximize limited budgetary resources 
for maximum impact. The term “investment” recognizes that capital provided for loans, for the 
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most part, is repaid. The Rural Utilities Service portfolio is over $59 billion, yet our delinquency 
rates are extremely low. 


Electric Funding 

The President’s budget requests $6.1 billion in loans for rural electric projects. No budget 
authority is necessary to create this loan level because presently, the electric program has a 
“negative subsidy” rate. This investment funds the distribution, transmission and generation of 
projects. The budget also provides for the construction, acquisition, or improvement of 
renewable energy plants and fossil fueled plants with carbon capture sequestration systems. 
Generation facilities financed can include fossil fuel technology that operates in conjunction with 
intermittent sources of renewable energy. The budget will also finance environmental upgrades, 
energy efficiency, smart grid, and demand management. 

The demand for electricity in rural areas is growing at 2 percent annually. Prior to the 
recession, demand was growing at 4 percent annually. We anticipate growth in demand with 
economic recovery. Funding projects to expand electric generation and distribution projects is 
capital intensive and may take a decade from concept to completion. RUS will continue to work 
to ensure that our proj ects are environmentally sound, economically feasible, and affordable for 


rural electric consumers. 
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Telecommunications Funding 

The budget supports $690 million in loans for the Telecommunications Infrastructure Loan 
Program, sufficient to meet rural telecommunications demands. This USDA program is one of 
the only longstanding Federal programs that offers telecommunications loans to rural areas. 

The President’s budget includes approximately $94 million in loans for the broadband 
program created under the 2002 Farm Bill and revised by the 2008 Farm Bill. This program has 
delivered broadband services to rural areas for a decade. With the publication of new regulations 
last year, RUS is now accepting applications for new broadband projects. 

RUS continues to oversee Broadband Initiatives Program (BIP) awards, made under the 
American Recovery and Reinvestment Act of 2009 (ARRA). Over 90 percent of these active 
projects are under construction. It is essential that RUS’s full request for the administrative costs 
be provided in order to ensure proper oversight of new investments. This budget includes $25 
million for the Distance Learning and Telemedicine Grant Program and $13.4 million for 
Community Connect Grant Program to fund projects in rural communities without broadband 
service. 

The agency is carefully studying changes in Universal Service Fund payments and Inter- 
carrier Compensation rates recently ordered by the Federal Communications Commission (FCC). 
We have asked applicants to re-estimate their revenues based on the FCC order and are being 
vigilant with our existing portfolio. 
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Water and Wastewater Funding 

The budget requests over $496 million in budget authority for the Water and Environmental 
Programs to support approximately $1 .4 billion in loans and grants to address the critical water 
and waste disposal needs in rural America. These funds will build upon the prior investments 
rural communities have made to extend service to areas without access to public water and waste 
service, replace aging infrastructure, and make necessary repairs. Through ARRA funding and 
annual appropriations over the last three years, USDA has invested in 5,1 00 water and waste 
water community infrastructure projects to help safeguard the health of 16 million rural 
residents. These investments have helped revive local economies, and improved the quality of 
life for those who call rural America home, and are expected to continue to do that with the 
funding requested in 2013. 


Conclusion 

RUS has been a reliable source of infrastructure investment, and will continue to fund 
electric, telecommunications and water and wastewater projects to help meet the needs of rural 
America. The RUS loan portfolio remains very strong. As our low delinquency rate illustrates, 
tlie RUS has been a prudent steward of taxpayer dollars. Making loans and managing grant 
programs does involve risk. We are lending into rapidly changing markets but meeting a 
consistent rural need for affordable access to capital. We make long term investments in 
infrastructure that is built to last. 

In closing, I would like to thank the subcommittee for the opportunity to appear before you 
today. I look forward to your questions. 
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Rural Development 

Statement of Judith Canales, Administrator, Rural Business-Cooperative Service 
United States Department of Agriculture 
Before the Subcommittee on Agriculture, Rural Development, 

Food and Drug Administration, and Related Agencies 

Chairman Kingston, Ranking Member Farr, and Members of the Subcommittee, thank 
you for the opportunity to testify regarding the Administration’s 2013 Budget for the U.S. 
Department of Agriculture’s (USDA) Rural Business-Cooperative Service (RBS), As our Nation 
continues to face challenging economic times, RBS programs and services, in partnership with 
other public and private sector funding, continue to be at the forefront in improving the economic 
climate in rural America. Our programs not only promote rural business employment 
opportunities, they close the opportunity gaps between rural and urban areas. The 
Administration’s 2013 Budget requests $127.8 million in budget authority for rural business and 
cooperative programs that will support over $982 million in direct and guaranteed loans and 
grants, which will assist in creating or saving over 47,000 jobs by providing financial assistance 
to thousands of businesses. I appreciate the opportunity to discuss the Administration’s 2013 
Budget, as well as the successes of the business programs today. 

Administration Priorities 

USDA will continue our leadership role for the economic development of our Nation’s rural 
communities as well as the development of renewable sources of energy. USDA will also focus 
on supporting our rural communities by seeking to foster economic development on a regional 
scale. Through these efforts, USDA is revitalizing rural communities by expanding economic 
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opportunities and creating jobs for rural residents to promote investment in building a greener 
economy and to build a link between local production and local consumption. 

Capital Markets 

Affordable, available, and reliable capital is the lifeblood of economic development. For 
rural Americans to thrive economically, they must have improved access to financing - 
particularly long-term equity and venture capital. RBS administers several loan and grant 
programs that attract investment capital. We will continue to pursue aggressively our 
relationships with our public and private partners to increase access to capital in rural America. 

Business Programs 

Business development and job creation are at the foundation of our agency mission. In 2011, 
we invested almost $2 billion to ensure America’s rural businesses maintain a competitive edge 
in today’s global market place. The vast majority of this funding was provided through 
guaranteed loans, which leverage funding provided by the commercial lending community along 
with other private sector funding. 

Guaranteed Business and Industry Loans (B&I) 

Businesses in rural communities need capital in order to create and maintain jobs. The 2013 
Budget requests $56 million in budget authority to support $821 million in loan guarantees for 
our B&I guaranteed loan program. We estimate that the proposed level of funding will assist 
512 businesses in creating or saving over 16, 000 jobs. In 201 1, we obligated 511 loans totaling 
almost $1.4 billion, creating or saving an estimated 27,800 jobs. In 2010, under the American 
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Recovery and Reinvestment Act of 2009, RBS provided a 90 percent guarantee on a $5.3 million 
third-party loan made to Missouri Forge, Inc. Using a highly skilled work force, this company is 
one of the automotive industry’s top manufacturers of diesel engine rods. As a result of their 
success, the company plans to expand its operation and increase its workforce. This loan led to 
increased job creation for the local area. As one of the largest employers in the Doniphan, 
Missouri area, the company projects that it will increase employment by approximately 40 
percent, from 80 to 110 employees. 

Rural Business Enterprise Grant Program (RBEGi 

The 2013 Budget requests $29.8 million for this program. In 201 1, RBEG awarded 585 
grants totaling almost $39 million. A key aspect of this program is its flexibility in the types of 
projects it can fund, including those that finance and facilitate the development of small and 
emerging rural businesses, provide technical assistance, fund business incubators, and those that 
promote employment related to adult education programs. One example is a $90,000 grant made 
to the Winneshiek County Agricultural Extension District. The grant assisted the Northeast Iowa 
Food and Fitness Initiative in expanding its support of regional local food systems in northeast 
Iowa. The tremendous impact of the Northeast Iowa Food and Fitness Initiative includes: 21 
farmers sold products to 16 local schools, 5 new community-supported agriculture ventures were 
started, and 1 1 farmers started producing food for local markets. 

Intermediary Relending Program (IRPi 

The 2013 Budget requests approximately $6 million in budget authority to support $1 8.9 
million in loans to intermediaries. We estimate that the proposed level of funding will assist 642 
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businesses in creating or saving over 14,000 jobs over the life of these revolving funds. In 201 1, 
IRP made 57 loans, totaling approximately $19 million. One example is a recent IRP loan to 
Kentucky Highlands Investment Corporation (KHIC), which in tum loaned these funds to seven 
small businesses located in several counties. The loans, which ranged from $100,000 up to 
$250,000, were used to purchase equipment and real estate and provide working capital. Most 
importantly, these loans leveraged an additional $2.9 million in commercial loans and other 
funding. Because of KHIC’s entrepreneurial approach to assist business start-ups and 
expansions, the investments in the communities in these counties resulted in greater business 
stability and enabled local institutions to better serve the economic needs of local residents. This 
loan helped create 1 1 jobs and saved 192 jobs, which provide economic stability for families and 
a solid tax base for local and state governments. 

Rural Economic Development Loan and Grant Program (REDLG1 

The 2013 Budget requests approximately $33 million in loan program level and $ 1 0 million 
in grants. The REDLG program provides funding to rural projects through local utility 
organizations. The loan portion of REDLG provides zero interest loans to local utilities. The 
utilities, in tum, pass them through to local businesses (ultimate recipients) for projects that will 
create and retain employment in rural areas. The ultimate recipients repay the lending utility 
directly, which in tum repays the agency. The grant portion of REDLG provides grants to local 
utility organizations to establish revolving loan programs. Loans are then made from the 
revolving loan fund to projects that will create or retain rural jobs. One example is a $429,000 
grant and loan to the South Kentucky Rural Electric Cooperative Corporation, which they 
awarded to the Pulaski County Kentucky Industrial Development Foundation, Inc. to construct a 
state-of-the-art facility to train utility industry field technicians. These funds were used in 
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conjunction with $2.1 million in training funds from the U.S. Department of Labor and the 
Commonwealth of Kentucky that enabled a local college to train over 180 low-to-moderate 
income participants for utility industry jobs. Of those 1 80 students, more than 72 percent now 
have permanent jobs. 

Rural Microentrepreneur Assistance Program (RMAP) 

The 2013 Budget requests $3.4 million in budget authority to support $22.5 million in loans 
for this program. We estimate that the proposed level of funding will create or save over 3,000 
jobs. RMAP, which was launched in 2010, provides capital access, business-based training and 
technical assistance to the smallest of small businesses — businesses of less than 1 0 people. In 
201 1, RMAP awarded 51 grants totaling $6.7 million in budget authority to microlenders to 
provide technical assistance and established 40 rural microloan revolving funds through loans to 
microdevelopment organizations that totaled a loan portfolio of $14.6 million and $3.5 million 
grants. While only in its third year of operation, RMAP is showing results. One example is a 
direct loan of $500,000 and a technical assistance grant of $105,000 made to Appalachian 
Community Enterprises, Inc., located in Cleveland, Georgia, to establish a revolving loan fund to 
make loans to microentrepreneurs and to provide the technical assistance to give their start-up 
businesses the tools needed to grow and succeed. To date, this revolving loan fund has made 19 
separate microloans totaling $379,400 that created 20 jobs. 

Energy Programs 

Recently, the President put forward a comprehensive, long-term vision to build a clean 
energy economy that will move the Nation towards energy independence and create high-paying 
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jobs in the U.S. RBS continues to be a leader in promoting the creation and expansion of 
renewable energy in rural areas. As the President stated in his State of the Union address this 
year, America is re-inventing its energy policy and needs to invest in “clean energy technology.” 
The President also encouraged an “all of the above” strategy that taps into all of America’s 
potential energy resources. 

RBS administers four programs specific to energy that promote a cleaner and more 
sustainable energy future through investments in advanced biofuels, renewable energy, and 
energy efficiency. These four programs are the Rural Energy for America Program, the 
Biorefinery Assistance Program, the Repowering Assistance Program, and the Advanced Biofuel 
Payment Program. Since 2009, these four energy programs have invested approximately $800 
million in biorefineries, renewable energy, and energy efficiency systems through grants, loan 
guarantees, and assistance payments. The President’s 2013 Budget will support renewable 
energy projects funded through the Rural Energy for America Program. Renewable energy 
projects are also eligible for funding through our B&l Guaranteed Loan and Value-Added 
Producer Grant programs. 

Rural Energy for America Program (REAP) 

The Rural Energy for America Program is the agency’s most successful and competitive 
renewable energy program. The 2013 Budget requests $4.6 million to support a program level of 
$19.1 million. In 2011, REAP awarded $62.5 million in grants and $34.1 million in loan 
guarantees to fund 2,008 projects in all 50 States and territories for renewable energy systems, 
energy efficiency improvements, feasibility studies, energy audits, and renewable energy 
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development assistance. One example is a $49,500 grant made to the Powder River Energy 
Corporation. Ranchers located in a five county area of Northeastern Wyoming needed a cost- 
effective and energy-efficient way to deliver water to their livestock pasturing in remote 
locations. The corporation used this grant to help offset high water hauling costs by installing 
solar powered stock pump units and tanks. Today, these ranchers are realizing an overall annual 
cost savings of 25 percent in delivering water to their herds. 

Rural Cooperatives 

An important business model and the cornerstone for business development in some rural 
communities, cooperatives provide rural residents with new job opportunities, enhanced 
educational and healthcare services, and products that enable them to compete with their urban 
and suburban counterparts. Opportunities are created locally and revenues are maintained and 
re-circulated locally. 


Value-Added Producer Grant Program (VAPG) 

The 20 1 3 Budget requests $ 1 5 million in funding for this program. This level of funding 
allows RBS to maintain this program, which encourages producers to refine or enhance their 
products, increasing their value and their returns to producers. RBS recently announced 298 
awards for approximately $40.3 million in 44 States and Puerto Rico. Since 2009, RBS has 
made 427 awards for over $24 million dollars to support value-added businesses across the 
country. The successes of VAPG are seen throughout the United Sates. For example, Dakota 
Lamb Growers Cooperative in Northwood, North Dakota, is a grower-owned company dedicated 
to producing high quality natural lamb. Shortly after its incorporation, the cooperative, 
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composed of 184 growers from North Dakota, South Dakota, Minnesota and Montana, received 
a $144,000 VAPG award to assist with working capital expenses related to developing a new 
way for its members to market processed lamb products. 

Rural Cooperative Development Grant Program (RCDG) and Appropriate Technology 
Transfer for Rural Areas (ATTRA1 

The 2013 Budget requests $7 million for this program. In 2011, 36 RCDG grants were made, 
totaling $7.9 million. This program provides support to centers to develop new cooperatives and 
improve existing cooperatives. This program complements our national and state office 
technical assistance efforts by increasing outreach and developing feasibility studies and 
business plans for new cooperatives and assisting existing cooperatives in meeting the demands 
of today’s global economy. The Foundation for Agriculture, Innovation and Rural Sustainability 
(FAIRS) in Richmond, Virginia, provides support to cooperatives and producers in developing 
and advancing their agricultural, economic, and social interests to enhance their quality of life. 
Since 2005, Virginia FAIRS has received RCDG funding to assist individuals, cooperatives, and 
small businesses in rural areas to enable and assist cooperative and business development. The 
budget also includes $2.3 million for the Appropriate Technology Transfer for Rural Areas 
(ATTRA). 


Small, Socially-Disadvantaged Producer Grants 

The 2013 Budget requests $3.5 million to support cooperatives or associations of cooperatives 
whose primary focus is to provide assistance to small, minority producers. In 201 1, 19 grants 
were made, totaling almost $3 million. The people of Winston County, Mississippi face many of 
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the same problems as other rural communities across the Nation, such as declining population, 
rising prices, and family farms in need of capital, business tools, and new markets for their 
products. In 2010, the Winston County Self-Help Cooperative received a $200,000 grant to train 
a consortium of local farmers in business development and conservation. 

Conclusion 

Thank you for your time, Mr. Chairman and members of the Subcommittee. The Rural 
Business-Cooperative Service is committed to promoting economic prosperity in rural 
communities through improved access to capital and economic development on a regional scale. 
With your help, we will continue working to bridge the opportunity gap between rural and urban 
areas. 
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RURAL DEVELOPMENT 

Statement of Tammye Trevino, Administrator, Rural Housing Service 
United States Department of Agriculture 
Before the Subcommittee on Agriculture, Rural Development, 

Food and Drug Administration and Related Agencies 

Chairman Kingston, Ranking Member Farr and Members of the Subcommittee, thank you for 
this opportunity to present the President's 2013 Budget for the Department of Agriculture’s 
(USDA) Rural Housing Service (RHS). 

In 201 1, the RHS helped nearly 140,000 rural American families become homeowners, 
provided safe, affordable, rental housing to an additional 470,000 individuals, and provided 
financing to assist more than 1,000 small communities develop essential community facilities 
and equipment. 

In 2013, the mission of the RHS remains unchanged. Through mortgage finance and 
refinance, as well as rental subsidies, we will continue to make housing opportunities available to 
rural Americans as they continue to work to ensure the security and prosperity of our Nation. 

We will seek to ensure that communities have access to the capital they require to expand local 
infrastructure and build a lasting foundation for renewed economic growth. The proposed 
budget for the RHS in 2013 requests total budget authority of $1.08 billion, supporting a 
program level of approximately $27.9 billion in loans, loan guarantees, grants, and technical 


assistance. 
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A portion of this budget will support a 54 percent increase in the Community Facilities Direct 
loan program. With a new loan level of $2 billion, this program will sow change across the rural 
landscape, bringing libraries, roads, schools, hospitals and other essential facilities to hundreds of 
communities, many of which are still trying to regain their economic footing. All of these 
projects fulfill program directives by eliminating infrastructure gaps and either directly or 
indirectly generating the employment opportunities that help revitalize local and regional 
economies. This increased level of assistance is being provided at no increased cost to 
taxpayers. 

But we enter this year with a new mandate as well: to address the pressing housing and 
community needs of our rural areas with smaller staff and fewer resources. Some of our 
programs have grown significantly in recent years and that expansion has helped satisfy the 
homeownership and community development aspirations of many thousands of families across 
rural America. As we embark upon an era of much tighter budgets and significant reductions to 
salary and expenses, our success will be gauged not only by how many new loans we can 
provide, but by how well we continue to manage the program and portfolio risks associated with 
existing loan obligations. Careful monitoring of our portfolio and effective management of its 
risk, which have always been among our topmost priorities, are even more important today with 
reduced staffing levels and training budgets. We view the expansion of our programs as tacit 
recognition of their importance to underserved rural communities, and we are grateful to 
Congress for the shared commitment to our mission. 
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Today, after deep staffing reductions in offices around the country, our shrinking portfolio 
servicing and risk management capability struggles to keep pace with the origination 
requirements of our expanding programs. We will work to deliver our programs up to their 
enacted levels, but we recognize that even at their current size, our programs cannot satisfy the 
public’s demand. As Secretary Vilsack emphasized in his testimony on the 2013 budget, any 
further reduction in funding for our back office operations would significantly impair our ability to 
deliver critical services, and would imperil our efforts to manage an increasingly complex workload 
with less money and fewer workers. 

Single Family Housing (SF1I) 

The impressive 2011 results posted by the Single Family Housing (SFH) Guaranteed program 
underscore both the successes and the challenges of expansion. With the increase from the 2010 
program level of $12 billion to $24 billion in 201 1, the SFH Guaranteed program, which serves 
low and moderate income borrowers, enjoyed a record-breaking year. More than 130,000 
guaranteed loans were made, totaling approximately $16.9 billion. USDA has now provided 
more than 860,000 new and refinance guaranteed loans to rural families since the SFH 
Guaranteed pilot program was introduced in 1977. 

The current budget request proposes a continuation of the program level for the SFH 
Guaranteed program at $24 billion. This level of funding is supported by a fee structure which, 
coupled with low and stable default rates, results in a negative subsidy program requiring no 
budget authority. As in 2012, the fee structure is expected to include a 2 percent up-front fee and 
0.4 percent annual fee for both purchase and refinance transactions. 
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A newly introduced pilot program could increase the applications for refinancing loans in 
2012 and 2013. Refinance loans are currently made to borrowers with existing USDA 
mortgages. In response to the strong economic headwinds many states still encounter, RHS has 
initiated a pilot program to expand the eligibility pool for mortgage refinancing by eliminating 
the need for a credit report if a borrower has been current on loan payments for 12 consecutive 
months. Providing homeowners a new refinance option will help them keep their homes, pay 
their bills, and invigorate the local economy through increased consumer spending. Because 
these loans are already part of the existing USDA portfolio and because this pilot will lower 
monthly payments for borrowers, it will also mitigate portfolio risk and help protect U.S. 
taxpayers by reducing the incidence of default and subsequent foreclosure. The pilot is currently 
in effect in 1 9 states, 1 8 of which were so severely affected by home price declines and 
unemployment through the economic downturn, that they were included in the U.S. Treasury’s 
“Hardest Hit” Fund. The District of Columbia was also part of the Treasury fund, but given its 
non-rural character, RHS elected instead to include in the pilot New Mexico, a largely rural state 
struggling to revive a weak economy that has a very high level of school district poverty relative 
to other states. 

SFH Direct loans and housing repair grants are both funded at reduced levels for 2013. This 
again reflects budgetary constraints, which have pressured funding levels and increased emphasis 
within RHS on cost-efficiency as an important determinant of program viability. On an absolute 
basis, the expansion in 2012 of the lower-cost guaranteed loan program, which serves low and 
moderate income homeowners, dwarfs the reduction of the SFH Direct program, which serves 
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very low and low-income homeowners. At a requested program level of $652.8 million, the 
direct loan program is expected to be used primarily for strategic initiatives, such as targeted 
funding for teachers who are badly needed in rural areas, and support for beneficiaries of the 
Mutual and Self-help grant programs. Given the current budget limitations, reduced funding is 
also proposed for Mutual and Self-Help grants to local non-profit groups that provide assistance 
to families building their own homes. Some housing assistance grants were eliminated. 

Through the SFH Housing Repair grant program, USDA will provide approximately 5,000 
grants to very-low income, elderly, rural homeowners in order to make essential safety- and 
health-related repairs to their homes. This program is designed to help the most vulnerable 
residents in rural America. 

In response to tightening budgets, RHS has continued to explore more cost efficient business 
models. Among them are the Real Estate Owned (REO)/Foreclosure and Single Family Housing 
Guaranteed centralization initiatives that could eliminate operational redundancies both within 
and among states. In addition to their cost benefits, these streamlining efforts reflect the 
Department’s commitment to a “best-practices” approach with regard to the implementation of 
business process controls. 


Multi-Family Housing Programs (MFH) 

The Multi-Family Housing (MFH) budget reaffirms Rural Development’s commitment to 
providing affordable housing options to the poorest of the poor in rural America. The average 
income of these program tenants is approximately $8,000 per year. The total program level 
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request for MFH programs is $1.16 billion, 78 percent of which, or $904 million, is allotted for 
MFH Rental Assistance contract renewals. The requested rental assistance is sufficient to 
accommodate the expected 207,489 rental assistance contracts that will be renewed. Along with 
our Budget request, the 2013 Budget includes a re-proposal of legislation to gain authorities for 
USDA’s RHS staff to have access to the Health and Human Service National Database of New 
Hires as well as Internal Revenue Service data, similar to what Housing and Urban Development 
has for its project based rent programs. This will help reduce improper payments in its means- 
tested programs, where the biggest benefit will most likely be in the Rental Assistance Grant 
Program. 

The 2013 Budget request proposes to shift funding for the Section 5 1 5 direct loan program to 
the Multi-Family Preservation and Revitalization (MPR) Program, which will result in a sizable 
program level increase from $2 million to $54.7 million. The high cost of housing replacement 
and the need to protect taxpayer investment in housing assets necessitates the 2013 Budget focus 
on preservation and management of RHS’ existing housing portfolio. The funding of the 
revitalization program provides the tools needed to preserve RHS’ aging portfolio of rental 
housing, and to do so more efficiently than the Section 5 1 5 program. The 2013 Budget also 
includes a legislative proposal to provide permanent authorization for MPR tools. The MPR 
tools we have been using though annual demonstration program authority are a more efficient 
way to revitalize the existing multi-family housing portfolio. Enacting permanent authority for 
the current MPR tools will provide flexible financial tools for critical multi-family housing 
preservation. In addition to pursuing this authority, RHS is moving forward with the 
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development of regulations for the MPR program, in anticipation of its permanent authority and 
because of the perennial nature of the pilot program. 

The 20 1 3 Budget request proposes $ 1 3 million for the Rural Housing V oucher Program. The 
voucher funding will be used to offset some of the reductions in rental assistance by providing a 
short-term rental subsidy to supplement the tenant’s rent payment. Should a MFH property 
offering rental assistance leave the portfolio, vouchers will be offered to all low-income tenants 
presently receiving rental assistance. 

The 2013 Budget request for MFH Section 514/516 Farm Labor Housing is approximately 
$34.8 million in program level funding. 

Community Programs (CF) 

The Community Facilities (CF) budget request will provide financing for the construction and 
improvement of essential community infrastructure and facilities across rural America, including 
hospitals, schools, libraries, clinics, child care centers, and public safety facilities. The 2013 
Budget proposes to increase the CF direct loan program from $1.3 billion in 2012 to $2 billion. 
The performance of these loans, coupled with the current economic assumptions and interest rate 
projections have translated into a negative subsidy cost for this program in 2012 and 2013. The 
demand for the CF direct loan program is high across rural America, as communities come 
together to modernize critical infrastructure that is vital to improving rural health and educational 
outcomes and spur sustained job creation and economic growth. 
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The budget proposes the elimination of the CF guaranteed loan program. This program 
originated as an inexpensive alternative to the direct loan program, designed to stimulate 
additional assistance to moderate income communities in rural areas. However, the defaults in 
the program have been much higher than originally projected, making it moTe expensive than the 
direct loan program. The proposed increase in the direct loan program will more than offset the 
effects of the guaranteed loan program temiination. 

In 201 1, we invested over $89.1 million in CF funding in 217 educational and cultural 
facilities serving a population totaling more than 2.2 million rural residents; over $93.8 million in 
414 public safety facilities serving a population totaling more than 2.5 million rural residents; 
and over $308.5 million in 133 health care facilities serving a population totaling more than 3.1 
million rural residents. The remaining balance was used for other essential community facilities 
such as food banks and other food security projects, community centers, early storm warning 
systems, child care centers, and homeless shelters. 

Conclusion 

As we consider the ways in which we can best deploy RHS program resources in 2013 to 
serve the complex needs of rural America, we can’t help but see evidence that the landscape 
much closer to home has changed. A slow rise in delinquency rates and foreclosure rates against 
a backdrop of the reduction in servicing staff poses new portfolio management challenges that 


will be met. 
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We have prepared this budget proposal to help rural America win the future. It includes 
targeted investments and program increases to lay the foundation for long-term job creation and 
renewed economic expansion. I thank each of you for your support and look forward to a 2013 
Budget that helps fulfill the promise of prosperity for rural communities. 
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Opening Statement 

Mr. Tonsager. We are proud to represent an agency that is 
working tirelessly to realize our President’s vision for an America 
that is built to last; a country that leads the world in educating its 
people; an America that attracts a new generation of high tech 
manufacturing and high-paying jobs; and a future where we are in 
control of our own energy. 

Rural Development has a key role to play in this effort, as a con- 
tinued revitalization of our American economy will depend upon a 
prosperous rural America. Rural Development is the only Federal 
mission area whose primary responsibility is serving rural areas. 
We have a presence in every State that helps us address the spe- 
cific needs of local communities and deliver our programs with 
great success. 

Our footprint in the field allows us to provide critical technical 
assistance that might otherwise be unavailable in rural areas. Our 
partnerships with local public and private institutions allow us to 
fund local and regional businesses, expand infrastructure, and pro- 
vide access to affordable credit. 

Since 2009, Rural Development has provided home ownership op- 
portunities to over 435,000 families, and in 2011, Rural Develop- 
ment allocated almost $29 billion nationwide to upgrade commu- 
nity facilities, boost the reliability of the electric grid, fund renew- 
able energy projects, expand internet access, and support rural 
businesses. 

Since 2004, RD’s portfolio has doubled, and now stands at $165 
billion. Today I am pleased to report that the principal dollar delin- 
quency more than one year is 2 percent. Such results are the prod- 
uct of our effective, efficient, and local service delivery model. 

When I appeared before this committee last March, the chairman 
expressed his desire to work with Rural Development to reduce the 
Federal budget. We at Rural Development recognize the responsi- 
bility we share with the rest of government to reduce the burden 
of future generations. 

In January, Secretary Vilsack announced USDA’s Blueprint for 
Stronger Service. Under this initiative, the Department identified 
379 recommendations for improving USDA’s office support and op- 
erations, which includes ways to streamline the provision of admin- 
istrative services, including the closure of some USDA offices. 

Rural Development plans to close 43 offices. In some cases, of- 
fices are no longer staffed, and many are within 20 miles of other 
USDA offices. In other cases, technological improvements and 
broadband service have reduced the need for these brick and mor- 
tar facilities. 

While Rural Development continues to seek efficiencies, we also 
confront significant budgetary challenges. With the enactment of 
the 2011 and 2012 Appropriations Acts, Rural Development has ex- 
perienced a $61 million reduction in funding for salaries and ex- 
penses. To accommodate this reduction, we streamlined our work- 
force by offering early retirements and buyouts, resulting in the de- 
parture of some 600 employees. We also have implemented a hiring 
freeze. 
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With a proposed budget authority of $2.2 billion and a proposed 
program level of just over $38 billion, the President’s 2013 budget 
reflects his commitments to jobs, growth, and opportunity for rural 
America. 

After two years of significant cuts, the proposed budget main- 
tains our 2012 salary and expense level related to carrying out 
RD’s programs at $654 million. We now need time to manage these 
reductions and to streamline our programs wherever possible. I 
strongly recommend this level be maintained to enable us to serv- 
ice our existing portfolio and maintain its low delinquency rate. 

I take particular pride in our workforce. With just 5,300 dedi- 
cated employees who originate loans and service our portfolio, we 
continue to deliver increased program levels and maintain the low 
delinquency rates that are a product of our strong underwriting 
standards. 

The high performance of these low-cost programs in an extremely 
challenging economic environment is a win for taxpayers, rural 
residents, and communities working to enhance their quality of life. 

I appreciate the opportunity to work with the members of the 
subcommittee to build a foundation for American competitiveness. 
The President has offered a responsible budget that continues to 
meet key priorities. 

Thank you for your support of Rural Development programs, and 
at this time we are happy to answer your questions. 

[The statement of Mr. Tonsager follows:] 
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Rural Development 

Statement of Dallas Tonsager, Under Secretary for Rural Development 
United States Department of Agriculture 

Before the House Committee on Appropriations, Subcommittee on Agriculture, Rural 
Development, Food and Drug Administration, and Related Agencies 

Chairman Kingston, Ranking Member Farr, and members of the Subcommittee, it is my 
privilege to present the Administration’s priorities for rural America in the 2013 budget. Today, 

I am accompanied by Mr. Jonathan Adelstein, Ms. Judith Canales and Ms. Tammye Trevino, 
Administrators for Rural Development’s Utilities, Business and Cooperatives and Housing and 
Community Facilities Programs. I ask that their statements be included in the record. 

We are proud to represent an agency that is working tirelessly to realize the President’s vision 
for America: “a country that leads the world in educating its people; an America that attracts a 
new generation of high-tech manufacturing and high-paying jobs; a future where we’re in control 
of our own energy; and our security and prosperity aren’t tied to unstable parts of the world. An 
economy built to last, where hard work pays off and responsibility is rewarded.” Undoubtedly, 
Rural Development has a key role to play in this effort, for the continued revitalization of our 
American economy will depend upon a prosperous rural America. 

And as you know, rural America has unique challenges and assets. Rural communities are 
characterized by their isolation from population centers and product markets and benefit most 
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from initiatives that integrate local institutions and businesses with state and Federal agencies 
that have intimate knowledge of their local needs. Delivering effective programs to rural 
America, that comprises over 75 percent of the total land mass of the United States, is a 
continual challenge. USDA is the only Federal Department with the primary responsibility of 
serving rural areas and that has a field office structure in every state that helps us serve the 
specific needs of local rural communities. The long-standing relationships established through 
direct personal contact with these communities have allowed us to deliver our programs with 
great success. Our footprint in the field allows us to provide critical technical assistance and 
credit counseling, among other services that might otherwise be unavailable in rural areas. Our 
partnerships with local public and private institutions allow us to fund local and regional 
business development, expand infrastructure and provide access to affordable credit in rural 
areas. The employees who deliver Rural Development’s suite of programs work alongside 
farmers, ranchers, homeowners, schools, businesses, nonprofits, cooperatives, tribes and local 
governments to strengthen local economies. They are members of the communities they serve 
and possess expert knowledge of the economic challenges and opportunities that exist in their 
particular regions. 

Since 2009, Rural Development has provided homeownership opportunities to more than 
435,000 families. In 201 1 alone. Rural Development allocated almost $29 billion nationwide to 
upgrade community facilities like schools and hospitals, boost the reliability of the electric grid, 
fund renewable energy projects, provide affordable and reliable Internet access and create 
homeownership opportunities for more than 140,000 families. Sixty-three percent of 201 1 
funding supported loan guarantees that enabled private lenders to safely increase the pool of 
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capital available in rural areas for credit-worthy businesses, communities, and homebuyers 
without direct cost to the government. About 34 percent of our investments were secure, 
affordable direct loans that will be paid back with interest. 

When I had the opportunity to appear before this subcommittee last March, the Chairman 
expressed his desire to work with Rural Development to reduce the Federal budget. We at Rural 
Development have long recognized the responsibility we share with the rest of the Federal 
government to reduce the burden on future generations created by recurring budget deficits, and 
we have pursued continual process improvements to ensure that our agency operates as a 
responsible steward of taxpayer dollars. Since 2004, Rural Development’s portfolio has 
doubled, and now stands at $ 165 Billion. Today, I am pleased to report that the principal dollars 
delinquent more than 1 year remains at less than 2 percent of the principal. 

Such results are the product of consistent and proactive servicing of the loan portfolio and 
working with trusted borrowers to restructure their loans and avoid foreclosure. Rural 
Development also has a longstanding record of streamlining its programs, which has consistently 
provided the mission area with the ability to successfully implement new programs and to meet 
increased demand for financing in multiple industry sectors with an unprecedented level of 
funding, even as staff levels steadily decreased. 

Efficiencies 

Past streamlining efforts are best exemplified by the work we have done at our Centralized 
Servicing Center (CSC). Rural Development created CSC in 1 996, which centralized the 
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servicing of Single Family Housing (SFH) Direct Loans in St. Louis. Since 1996, efficiencies at 
CSC have been implemented that enabled a reduction from 2,400 staff years in the field to 449 
staff years at CSC. At the same time, CSC has also decreased the burden on customers, allowing 
for customer-initiated online payments, online access to account statements, and translation 
services, among others. And in an effort to build upon this successful track record, this year I 
made the decision to centralize the processing of our Single Family Guaranteed Housing loans. 

Looking to the future. Rural Development is in step with the Department of Agriculture’s 
broader efforts to improve the reliability and efficiency of the services we provide. In January, 
Secretary Vilsack unveiled USDA’s Blueprint for Stronger Service. Under this initiative, the 
Department identified 379 recommendations for improving USDA’s office support and 
operations, which includes ways to streamline the provision of administrative services, such as 
civil rights, information technology, finance, human resources, homeland security, procurement, 
and property management. To realize further efficiencies, USDA has proposed closure of 259 
domestic offices, facilities and labs across the country, as well as 7 foreign offices, while 
ensuring that the vital services they provide are not diminished. Rural Development alone plans 
to close 43 offices. In some cases, offices are no longer staffed and many are within 20 miles of 
other USDA offices. In other cases, technology improvements, advanced service centers, and 
broadband service have reduced some need for brick and mortar facilities. 

Salaries and Expenses 

While Rural Development continues to seek out ways to improve, we also confront 
significant budgetary challenges. With the enactment of the 201 1 and the 2012 appropriations 
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acts, Rural Development has experienced a $62 million reduction in funding for Salaries & 
Expenses from the 2010 Enacted level. To accommodate this reduction, we have streamlined 
our workforce by implementing a hiring freeze and by offering early retirement and buyouts. At 
the same time, program levels increased from $26.9 billion to $37.9 billion this year. In 2011, 
Rural Development reorganized agency structures to accommodate new authorities for 
renewable energy, broadband, and business development activities, preparing adequate staff with 
the requisite knowledge and expertise to originate, process and service this new and expanding 
portfolio. 

Information Technology 

Improvements to our information technology infrastructure remain a central part of Rural 
Development’s strategy for managing a growing portfolio with reduced resources. Our 
Comprehensive Loan Program (CLP) is an IT modernization project designed to improve the 
service we deliver to citizens in rural communities while achieving reduction in costs and 
resources over the long-term. In the past, when Rural Development needed to set up new loan 
and grants programs, it could take up to six months; now we have the ability to do it in less than 
a month. With CLP, outdated software technologies have been retired and a consolidation of 
hardware has provided immediate savings for RD. While significant strides have been made, we 
are still in the early stages of CLP and of fully implementing online loan and grant processing. 
Employees need to be able to complete their mission anytime and anywhere to support our 
customers when our local office presence across the Nation is being significantly reduced. Due 
to the recent loss of several hundred field staff, it is even more critical that we continue to 
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develop CLP than when the project was first conceived. But such improvements in the long- 
term require continued up-front investments. 

The President’s Fiscal Year 2013 budget reflects his commitment to jobs, growth, and 
opportunity for rural America. With a proposed budget authority of $2.2 billion and a proposed 
program level of about $38 billion, the three agencies of Rural Development are fully engaged in 
efforts to increase opportunities and address the challenges unique to rural America. After two 
years of significant cuts, the proposed budget maintains our 2012 salaries and expenses level 
related to carrying out RD’s programs at $654 million. We now need time to manage these 
reductions and to streamline our programs wherever possible. I strongly recommend that this 
level be maintained to enable us to service our existing portfolio and maintain its low 
delinquency rate. I take particular pride in noting that four of our largest programs at Rural 
Development operate with no appropriated budget authority. The Electric, Telecommunications, 
Community Facilities Direct Loan, and the Single Family Housing Guarantee programs are all 
operating at a negative subsidy rate. The performance of these programs, particularly in an 
extremely challenging economic environment, is a win for taxpayers, rural residents and 
communities working to enhance their quality of life. 


Regional Efforts 

Rural Development’s innovative rural initiatives are important support mechanisms for 
President Obama’s “Blueprint for America” and building a prosperous American economy that is 
“Built to Last.” Through a number of regional efforts, USDA is supporting rural communities 
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that are building durable, multi-county coalitions that foster economic development on a regional 
scale. In addition to providing direct economic benefits, regional collaboration allows rural 
communities to capitalize on economies of scale in infrastructure and public services, to 
encourage the development of specialization in industrial sectors that would make them more 
competitive, and to locate facilities and services where they provide the greatest benefit at the 
lowest cost. 


Conclusion 

Rural Development is resolutely pursuing President Obama’s vision of an America that leads 
the way in the development of renewable sources of energy, reinvigorates a sustainable 
manufacturing industry, and promotes the economic well-being of all Americans. In the rural 
communities we service, we support innovators and entrepreneurs, individual families and entire 
communities. We do so by financing housing for families and the elderly, connecting leading 
doctors to rural clinics and hospitals, and encouraging new business startups and expansions. 

We know these investments will pay dividends for years to come. 

I appreciate the opportunity to work with members of the Subcommittee to build a foundation 
for American competitiveness. The President has offered a responsible, balanced budget that 
continues to meet key priorities. Winning the future will require hard work and sacrifice from 
everyone, and RD is committed to doing its part. The President’s Budget reflects those realities 
while also providing funding to out-innovate, out-educate and out-build a rural economy that 
works for everyone. Thank you for your support of Rural Development programs. At this time, 

I am happy to answer your questions on the budget proposals. 
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Mr. Kingston. Thank you, Mr. Secretary. I want to commend 
you on the salary freeze and the buyouts, and in general, being 
part of the USDA reorganization. I have, as a member of other sub- 
committees, made a lot of favorable comments to other agencies 
that the USDA is doing the right thing, and I certainly think RD 
has lifted its end of the bargain. 

RD OFFICE CLOSURES 

On your office closings, the 43 that will be closed, a wise man 
in the VA told me once, he said, “You know, closing a veterans clin- 
ic in America is not hard at all as long as it is not located in a con- 
gressional district.” [Laughter.] 

And you no doubt will have those kinds of bumps in the road. 
What is your time frame for closing those 43? Because, to give you 
an example in FSA closings, we had four closings in my district 
over the last few years. And I could have done more than I did, 
but I felt like what is good for the goose is good for the gander. 

And I think we are in a phase where everybody has to say, 
“Look, things are going to have to be closed, and particularly with 
today’s internet and low-cost long-distance phone and so forth.” 

So what is the time frame on that? 

Mr. Tonsager. Well, first of all, thank you for the compliment. 
We do appreciate that. And the time frame is this year. So it will 
be, I believe, through the fiscal year, this fiscal year, we will be at- 
tempting to close those offices. 

And, as we said, in some cases these were just absolutely desks 
that were there for employees to come work at. Now we have got 
them laptops and they no longer need those office locations, in 
some cases. But, thus far, we have not had too much feedback re- 
garding the proposed office closures. But if you have, of course, we 
want to work closely with you on it. 

Mr. Kingston. Well, I know that it is a multi-step process with 
lots of people who have to vet it. But I do want to encourage you 
to move along on that. And I know that of the 379 recommenda- 
tions, not all of them were adopted. But over 250 were, I think, 
something like that? 

Mr. Tonsager. 133 recommended no change out of 

Mr. Kingston. I think that process was good, and doing it in the 
family is always good. And one of the things that I would say to 
folks on both sides of the aisle is, if you are really passionate about 
a program, the best thing you can do is be honest about where 
there is waste and inefficiency. So you need to do that. 

And with that — and that was not a segue on purpose, but it did 
work that way. Ms. Trevino, we did have the IG here yesterday, 
and one of the questions — and I seek as chair to try to get common 
ground between the multiple personalities and philosophies on this 
subcommittee. 

single family housing guaranteed loans 

But the IG had talked and made some recommendations about 
the Single-Family Guaranteed Loan Program and estimated that 
30,000 loans were ineligible, and that the total value of them was 
$4.16 billion, and that that was the guaranteed loan. And then on 
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the indirect — or, excuse me, the direct loan — it was $173 million in 
ineligible loans. 

So I would like to know what we can do to help you address that. 
And part of your answer, I hope, will include that in food stamps, 
there was a Scripps article where they compared the stores who 
were vendors with the store list that were banned, and they found 
that a lot of those stores were open. Now, Secretary Concannon 
said that only 36 of them were the same owner and that they have 
addressed it. But the article actually said it was 1,416. 

So one of my questions was, do you have a list like that — and ac- 
tually, I do not think they used FOIA to find out that list — but do 
you have a list of those banks and lenders who made loans that 
were ineligible that we could bring sunshine and transparency to 
it so that we know if somebody who has violated the guidelines is 
still able to make loans and participate in the program from the 
lender standpoint. 

Ms. Trevino. Right. Okay. So the way the program works is we 
have originators who then go through the lenders, and then the 
lenders are basically sponsors of those originators. The originators 
are not always the lenders. So what has happened in this program 
is that it grew so fast between 2006 to current year, we went from 
doing $6 billion in loans a year to doing $17 billion worth of loans. 
And so with that brought many, many new lenders. 

Based on capacity of the agency and maybe capacity on the lend- 
ers’ part, there was not enough training provided altogether. So the 
mistakes that were made by the lenders were honest mistakes, and 
very few of them ended up being true mistakes. 

So that is kind of where we disagree with the OIG. We actually 
have an OGC opinion — our own General Counsel gave us an opin- 
ion later — that said that the way that the lenders had calculated 
income was in fact one way to do it and that there was no way that 
we could actually force these lenders to use the calculations that 
OIG had used. OIG just used a different type of calculation. 

Given that there were some mistakes, what we did was we went 
across the country. We did six regional lender trainings to try to 
bring these lenders up to speed and make sure that they knew 
what the new rules were and that they were growing with the pro- 
gram. 

In addition to that, we also trained our own staff. We had a com- 
prehensive national policy conference for single-family staff that 
works with the guaranteed program, and we taught them and 
trained them on the nuances that were being found by the OIG re- 
port. 

So there was not actually — the report never actually pointed to 
any fraud on behalf of any of the lenders. So there were not any 
lenders that were taken out of the program due to this OIG report. 
It was a matter of going back and making corrections to the way 
they were actually providing the loans. 

[The information follows:] 

The agency maintains an internal “watch list” of lenders who are being tracked 
carefully due to signs of concern identified by the agency. More importantly, the 
agency participates in the Excluded Parties List System (EPLS) which is an online 
web service (web-link below). The EPLS is a database of all individuals, companies, 
and lenders which have been debarred or banned from doing business with the Fed- 
eral Government. Individuals and entities banned by the agency are reported to the 
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EPLS, and the agency checks EPLS before approving any lenders to participate in 
the program, or applicants requesting a loan guarantee. If a lender or individual is 
on the EPLS, they will not be approved for the program. The agency continues to 
check EPLS periodically to ensure that currently-approved lenders have not been 
banned since their initial approval, https:/ / www.epls.gov / . 

Mr. Kingston. Do you have a list, a banned list or procedures 
similar to food stamps, so that if they make that loan — and I will 
tell you the frustration, and I expressed it with the IG yesterday, 
is that you get that Groundhog Day, that movie, that effect, that, 
okay, here we are. Another IG report, and it is two years later. And 
then we bring in the agencies, and they say, we have made 
changes. And then two years from now, we will also get another, 
you know. 

And we had that discussion last year on the broadband, that a 
lot of the rural broadbands were given to people in urban areas, 
or real close to urban areas. And IG criticized it, and then two 
years later we are back there again. 

And I am going to adjourn, subject to the call of the chair. But 
when I get back, what I would like you to do, if you could tell us 
three or four things that this committee could do to address this 
a little bit further. I just want to tighten it down. Because 30,000 
is a lot, and how can we get there? 

And then, I would like to hear what you have to say on the Di- 
rect Loan Program. Because you were talking on the Guarantee 
Program. Correct? So we will suspend subject to the call of the 
chair, which I am hoping to be back here in 10 minutes. 

(A brief recess was taken.) 

SINGLE FAMILY HOUSING GUARANTEED LOANS 

Mr. Kingston. The committee will come to order. My time had 
expired, so I can continue — and I think I will for a minute, let Sam 
get organized. 

Of the 30,000 loans, is that out of 140,000 loans — or it is 
130,000? I am not sure what the total number of loans is. But that 
error rate would be, if that is the case, about 20 percent. And what 
I was wondering is, on the front end, when you have that rapid 
growth going, really tripling almost, do you warn Congress or the 
Office of the Secretary or OMB that, hey, our experience is, when 
you triple a program in such a short period of time, errors occur 
because you have the lenders’ education curve, you have the origi- 
nators’ education curve? Do you do that? Do you sit down and say, 
experience tells us this could be a mistake or create mistakes? 

Ms. Trevino. We have done that since, Congressman. We are at 
a point now where we have gone back and we looked at the mis- 
takes that were made. One of the first things that we realized at 
the time is the staff had 

Mr. Kingston. Well, actually, what I was saying is, on the front 
end, do you say there could be mistakes? Do you do anything on 
the front end? 

Ms. Trevino. Before we create a different program or before 
we 

Mr. Kingston. Well, when you realize a program is about to ex- 
pand like that? 

Ms. Trevino. Yes. Absolutely. 
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Mr. Kingston. Could you submit your warnings for the record? 
Ms. Trevino. Sure. 

[The information follows:] 
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Rural Housing Service did not notify Congress or provide warnings with regard 
to the increase in funding in 2009 for American Recovery and Reinvestment Act 
(ARRA) . The increase in funding was warranted and necessary to meet the 
needs of rural Americans at a time when private sector lending was limited. 

Additional information is provided for the record. 

Rural Housing Service (RHS) shares Congress' concerns about taxpayer risk 
exposure and is committed to alerting Congress to anticipated changes in 
portfolio risk profiles and to maintaining the longstanding integrity of our 
risk management processes with the help of our Federal partners, the Office 
of Inspector General and the Office of Management and Budget. With the 
strong support of Congress for which RHS is very appreciative, the Single 
Family Housing Guaranteed (SFHG) program has expanded substantially in recent 
years as indicated in the table below. It now provides assistance to tens of 
thousands of additional rural Americans who might have otherwise been unable 
to find affordable mortgage financing. 

Today we continue to review our portfolio risk management practices with 
specific focus on the reduction in staffing resources. Minimizing taxpayer 
risk is among the topmost priorities within RHS, and this requires increased 
emphasis in the coming year on the servicing of existing loans, rather than 
their origination. If our ongoing program evaluation indicates a need to 
devote further resources to servicing, RHS will originate fewer loans than 
expected and Congress will be apprised. 


502 Guaranteed Loan Program Levels Including ARRA and Disaster Funding 

($ billion) 

FY2006 

FY 2 0 07 

FY2008 

FY2009 

FY2010 

FY2011 

FY2012 

FY2013* 

$5.1 

$4 . 9 

$7.1 

$18.9 

$14.4 

$24 . 0 

$24 . 0 

$24 . 0 


♦Proposed 


In evaluating the appropriate program level, the Department focuses on 
several factors when weighing the benefits and risk of program expansion. 
These include: 

1) Current demand based upon application volume: 

o How well are current resources keeping up with demand 

2) Key population needs: 

o Proper outreach and marketing to target population 
o Applications left unfunded (in the queue) 

3) FTE and general support resources: 

o Loan processing time 

o FTEs needed to maintain production levels 

o General support funding for internal auditing through Management 
Control Reviews (MCRs) 
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4} General support funding for contractor services in lender monitoring 
activities and lender capacity: 
o Training 
o Compliance 
o Portfolio Performance 
5) Automation and servicing needs: 

o Progress of Comprehensive Loan Program (CLP) 
o Continuing system upgrades 
o Portfolio performance 
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Mr. Kingston. Because I think that it would be invaluable to 
other agencies to say, look, 30,000 loans were ineligible. 

And then my second question is, of those loans, do you know if 
any or how many have gone bad? 

Ms. Trevino. I cannot tell you exactly how many have gone bad. 
But our delinquency rate in those — it is actually not 30,000. There 
were 100 loans that were looked at. They did look at the entire — 
they did not look at 30,000 loans. They made a projection based on 
100 loans that they looked at. They made a projection. 

Mr. Kingston. Okay. Yes. Do you know the correlation? 

Ms. Trevino. The delinquency rate, just on those loans alone, is 
about 9 percent, between 9 and 10 percent. 

Mr. Kingston. And your overall delinquency rate is what? 

Ms. Trevino. Is 10.3. 

Mr. Kingston. So in that sample batch, it was lower than the 
normal delinquency rate. So what constitutes an error? Because 
you said that a lot of them were paper entry kind of errors. 

Ms. Trevino. Right. And so, actually, that is kind of what I 
wanted to address. One of the things that we do not require of our 
lenders is that they all submit electronically because we do not 
have the systems that would support us making that requirement. 

The President’s Budget does request an S&E level that would 
allow us to fund what we call the Comprehensive Loan Program, 
and would allow us then to put out a notice to make every lender 
submit their loans electronically. All loans that are submitted elec- 
tronically actually performed lots better than the manually under- 
written loans. So we would like to move in that direction. And then 
the second component of that is the training, and that is also in- 
cluded in the S&E that we have requested in the President’s budg- 
et. 

Mr. Kingston. Okay. Mr. Farr. 

SINGLE FAMILY HOUSING DIRECT LOANS 

Mr. Farr. Thank you very much, Mr. Chairman. 

I want to talk about the Section 502 Direct Loans. And do you 
know what the backlog is for those loans? 

Ms. Trevino. At any given time, Congressman, we have a back- 
log. I cannot tell you what that number is, but there is always a 
backlog in the 502 Direct Program. 

Mr. Farr. How many loans did RHS make in fiscal year 2011 
and 2012? 

Ms. Trevino. Between 10,000 and 12,000, depending on the year. 
12,000 is about the max except during ARRA. During ARRA, we 
made considerably more because we had more funding. So what we 
have shown is the more funding that we have in the direct pro- 
gram, the more we use it. 

Mr. Farr. Well, how many do you think you would be able to 
make if Congress approves your budget request? 

Ms. Trevino. If you approve the budget request, we will make 
all of them. We will spend it all. 

Mr. Farr. So that will be, what, the 12,000 range or higher? 

Ms. Trevino. No, sir. We are looking at somewhere between 
5,500 and 6,000. 
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Mr. Farr. I know in fiscal year 2011, California received nearly 
70 million in Section 502 direct loans for our State’s poorest fami- 
lies. But now the proposed cuts, more than a 40 percent cut — what 
is going to happen to those rural families that have relied on the 
Section 502 loans? Where are they going to go to get housing as- 
sistance? 

Ms. Trevino. We recognize that there is a gap given the budget 
constraints. We would not have put forth any type of cuts in the 
programs. But again, we do recognize that we are under budget 
constraints and we have had to pare back some of our programs. 

Mr. Farr. So what happens to these people that are — I mean, 
their loans will continue? Or do they get cut off? What happens? 

Ms. Trevino. The loans that are in the queue, we will only fund 
what we can. They stay in the queue, first-come, first-served. Many 
of them do wait until the following year and continue to keep their 
application in the queue. If we can meet their needs through rental 
assistance and put them into temporary housing — we are going to 
continue to do whatever we can. 

The beauty of the program and the structure that we have for 
Rural Development is that most of our employees live in the areas 
that they work, and they are vested in those communities. And 
they know those folks, and they are going to continue to help them. 

TARGETING SINGLE FAMILY HOUSING DIRECT LOANS 

Mr. Farr. The budget indicates that low-income families cur- 
rently eligible for the Section 502 Direct Loan Program may receive 
loans under the Section 502 Guarantee Program. However, a recent 
ERS report indicates that this home ownership guarantee is the 
worst target of all Rural Development Guaranteed Programs as it 
does not adequately serve the more rural, less populated commu- 
nities, which are in more economic distress. 

How does your proposal serve small, less prosperous commu- 
nities in places like California and other areas where there are 
housing needs? 

Ms. Trevino. Congressman, as much as I hate to say this, there 
is that gap whose needs we probably will not be able to meet, given 
the budget constraints that we have. It is not a choice that we 
would have liked, but we feel that it is necessary. 

Mr. Farr. But it is not an issue here of a choice. It is where you 
are targeting the loans, is that it is not reaching the people in the 
most need in the most rural areas, in the most distressed areas. 

Ms. Trevino. As you know, we have had a big decrease in the 
amount of employees that we have. And it is true what you say. 
Most of the loans that we make in the direct program center 
around the areas where we have offices because that is where the 
outreach is, and it is a lot tougher to get to the more remote areas. 

However, currently we are in the process of creating a regulation. 
And while I cannot tell you the specifics of that regulation, I can 
tell you that what we are asking for is the ability to partner with 
nonprofits who are in those areas where we currently do not have 
a presence, and for them to be able to package some of these direct 
loans and be able to charge a fee. 

Mr. Farr. So what will you need to get that authority? What 
does that take? 
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Ms. Trevino. It is a regulation that is in the works right now, 
moving actually very fast. It is a priority for the administration to 
get that done. 

Mr. Farr. Good. Happy to hear that. When will that regulation 
be out? 

Ms. Trevino. We hope within this year, but it just — a lot of it 
depends on the comments that we get as it goes through the clear- 
ance process. But it is pretty far along. I can tell you that it is mov- 
ing fast. 

Mr. Farr. That would be nice, to keep us — we have 10 self-help 
housing organizations in California that would be really pleased to 
hear that. 

Ms. Trevino. My goal is to get it done before the end of the year. 

Mr. Farr. Mr. Chairman, I have several other rural housing 
issues, and I will just submit them for the record and they can re- 
spond in writing. And I am sorry, I have to go and be involved in 
a committee across the hallway. So I will run back and forth. I 
know you will carry on in your magnificent fashion. 

Mr. Kingston. Well, thank you. And we would be interested in 
working on that, perhaps report language or something to urge 
that regulation to go through, if that is a potential savings for ev- 
erybody and will help fill this market void. 

Ms. Lummis. 


PROGRAM CONSOLIDATIONS 

Mrs. Lummis. Thank you, Mr. Chairman, and welcome. It is nice 
to see you today. 

A couple questions, starting with program consolidation. I want 
to thank you, first of all, for downsizing. I know it is tough, really 
tough, but it has to happen. You know, when we are $16 trillion 
in debt and growing, when we are spending $1.5 trillion more every 
year than this government takes in, something has got to give. And 
so I want to compliment you on your efforts to downsize. 

The GAO has a report out on duplicative programs, and 80 dif- 
ferent programs across USDA, Commerce, HUD, and SBA exist for 
economic development. So I know that a White House Rural Coun- 
cil was created by Executive Order in June of last year. Can you 
tell me what steps are being taken to consolidate, streamline, re- 
duce duplication among the 80 economic development programs 
across four agencies in the Federal Government? 

Mr. Tonsager. I guess I would start with, first of all, we believe 
that we are a bit unique in our footprint, being rural, and the chal- 
lenges associated with that. So we will make our case, of course, 
regarding our ability to address some of the more challenging parts 
of America’s landscape in the work we do. 

We are working closely with other agencies to try and eliminate 
some of the duplications, especially in Tammye’s programs, relative 
to housing, multi-family housing, servicing of loans, and we have 
made agreements with those agencies. 

Internally at USDA, of course, we have had something close to 
400 recommendations we are working on regarding streamlining 
internally in our agencies. We do work closely with the SBA and 
Economic Development Administration on coordination of our pro- 
grams. 
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So we are still studying the GAO report that came out, still look- 
ing for those pieces where we can try to fit together. I guess it 
would be my hope to try and bring more of their programs to rural 
areas as we talk about those issues because there are a lot of great 
programs in the Federal Government by other agencies. And if we 
can help those resources to be made available to rural people, that 
is the strategy we would pursue with them. 

BROADBAND PROGRAM 

Mrs. Lummis. Thank you. I have a question about the Rural Util- 
ities Service broadband loans. Mr. Chairman, this is one that you 
and I go round and round about, and that is fine. That is the na- 
ture of this great, vast, diverse country. 

How does your budget request for RUS programs match up to 
the demand for RUS loans and grants to build out high-speed 
broadband to small communities in rural areas? 

Mr. Tonsager. I will ask Administrator Adelstein to respond to 
your question. 

Mrs. Lummis. Thanks. 

Mr. Adelstein. The budget that has been requested is adequate 
to address the demand that we have in all of our programs. The 
one program that perhaps is the most over-subscribed is the Com- 
munity Connect Grant Program, a very small grant program which 
requires — we are asking for $13 million in budget authority, which 
is a substantial amount, because we can do $690 million in loans 
for no budget authority in our Telecommunications Loan Program. 

But for very small communities that do not have broadband 
today, they require a grant in order to do that. There is quite a bit 
of demand for the Community Connect Grant Program. But we 
think we have adequate resources in the budget request to meet 
the demand for the other programs that we have. 

Mrs. Lummis. Great. Thank you. 

ARRA FUNDING FOR BUSINESS AND INDUSTRY LOANS 

Going to business and industry loans, and some of this may have 
been covered before I came in so excuse me if I am being redun- 
dant — 

Mr. Kingston. It has not. 

Mrs. Lummis. Oh, great — what criteria were used to distribute 
business and industry loans under the Recovery Act? The Inspector 
General reported that 68 percent of applicants were given 
unmerited priority in the approval process. So what steps have you 
taken to ensure that future loans are awarded fairly? 

Mrs. Canales. Thank you, Congresswoman. In regards to the re- 
port that the Office of the Inspector General issued, I do want you 
and the committee to know that we actually — my agency worked 
very closely with them from the very beginning. So as they were 
developing their report, which was in the early stages of the deliv- 
ery of the Recovery Act portion — because, as you well know, we 
were managing appropriations for 2010, at the same time — a Re- 
covery Act special designation that you are referring to. 

Mrs. Lummis. Yes. 

Mrs. Canales. And so as we learned about concerns, we quickly 
worked within the agency to remediate those issues. And so that 
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had to do with training. It had to do with administrative notices. 
And then, in regards to the differentiation, there was certainly a 
strong priority that was made in the points pertaining to persistent 
poverty counties. That was important. And so that was a differen- 
tiation with the program. 

And so those were some of the items that we had to make sure 
that, as we were running programs simultaneously, that staff were 
able to manage and ensure that those corrective actions were 
made. After that point we have conducted training, using American 
Bankers Association on financial credit analysis, so that we could 
solidify the skill set of our personnel. 

Mrs. Lummis. Great. Thanks, Mr. Chairman. 

Mr. Kingston. Would the gentlewoman yield? 

Mrs. Lummis. I would yield. 

RANGE FUELS FUNDING 

Mr. Kingston. Let me ask you, Madam Administrator, on Open 
Range and Range Fuels, what were the corrective actions specifi- 
cally? And was personnel addressed in that? 

Mrs. Canales. Mr. Chairman, I want to differentiate because 
those are two different 

Mr. Kingston. Oh, they are not B&I? 

Mrs. Canales. No, sir. Neither one is actually B&I. 

Mr. Kingston. Okay. But those did come under your portfolio. 
Right? 

Mrs. Canales. One did, and the other will be my colleague’s. So 
I can address Range Fuels, if that is what 

Mr. Kingston. Okay. If the gentlewoman will yield? 

Mrs. Lummis. I will yield. Actually, my time is up, Mr. Chair- 
man. 

Mr. Kingston. We are very flexible on the second round. [Laugh- 
ter.] 

Mrs. Canales. Okay. And so therefore, to be able to address the 
question that you are referring to on the Range Fuels, a project 
which is part of the 9003 Biorefinery Assistance Program. And 
there were several steps that were taken. 

First of all, you are probably aware of the fact that that par- 
ticular project was approved in the previous administration. So it 
is something that we worked on, and you honor a commitment, and 
we did. And as 

Mr. Kingston. Well, let me stop. Now, you do not necessarily 
honor a commitment if there was an error that you see that it — 
I mean, there would be no reason, if you saw something that was 
going to go sour, for us to move forward. And I know a lot of times, 
for example, Mr. Andrews and previous administrations had some- 
thing that was approved, and it was just still way past the deadline 
before the money actually got out the door because of extra ques- 
tions that the USDA had on it. 

Mrs. Canales. Actually, sir, what occurred was that the project 
was mothballed, and so that — therefore, we worked very closely 
with the — we were alerted by the lender, because that is actually 
the applicant, and so that — therefore, we were alerted by the lend- 
er as to what the status was of that project on that particular one, 
on Range fuels. 
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Now, regarding corrective action that we have taken proactively 
on administering the 9003, we have 

Mr. Kingston. Well, let me suspend. I am going to assume you 
have taken some corrective action. 

Mrs. Canales. We have. 

Mr. Kingston. But in terms of action on Range Fuels, was it 
squarely 100 percent previous administration? 

Mrs. Canales. The commitment was made in the previous ad- 
ministration. 

Mr. Kingston. By previous personnel who, when you came on, 
they were all gone? 

Mrs. Canales. Yes, sir. 

Mr. Kingston. A hundred percent? 

Mrs. Canales. No, sir. 

Mr. Kingston. No one in the underwriting process? No overlap? 

Mrs. Canales. As the original commitment was made in the pre- 
vious administration, so then we — now we are on board. And so 
then, therefore, the project continued, and we continued to 

Mr. Kingston. Okay. So here is what I am trying to get to. You 
inherited a project which you recognized to be a turkey. 

Mrs. Canales. Not at that time, sir, because I had just started. 

Mr. Kingston. Okay. Once it was identified as a turkey, then 
you go back to the personnel who made some of the key analysis 
in underwriting decisions, and they are still under the roof at the 
time. 

Mrs. Canales. Yes, of course. 

Mr. Kingston. And what happens to those people? I mean, can 
they say, listen, I made the recommendation that was bad, but I 
was politically overridden? Or do you see that, well, I did not know 
they had this problem? Was it a 100 percent political decision, 
which we certainly can understand in this town, as unfortunate as 
that may be? Or were there some underwriting assumptions that 
were faulty that should not have been made? 

Mrs. Canales. What we did was, as we worked with the lender 
who is the applicant who, frankly, gave us the information about 
what was occurring, then we made corrective action for future ad- 
ministration of the program. But on that particular project, we 
worked very closely with them because they had to — they therefore 
submitted a liquidation plan, which is part of the rules, and 

Mr. Kingston. Well, but what happens to the lender? Getting 
back to the line of thought that I was discussing with Ms. Trevino 
about a grocery store that is fraudulent on food stamps — they are 
banned from the program. When a lender does something — and I 
am not saying it was fraud, but it certainly seems to me like we 
could have done a better job underwriting it. 

Mrs. Canales. The career employees did not make the original 
approval, sir. It was the previous 

Mr. Kingston. It was the 

Mrs. Canales. Yes, sir. 

Mr. Kingston. Okay. Did the career employees, though, note the 
file that we rate this — let’s say on a scale of 1 to 10, where 10 is 
great, 1 is zero, we rate it as a 3 or 4, but Administrator Whomever 
decided to go ahead and make the loan anyhow? 

Mrs. Canales. Yes, sir. 
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Mr. Kingston. That is in the file? 

Mrs. Canales. Yes, sir. 

Mr. Kingston. Could you give that to us for the record? I think 
that would be very important because so often, in politics, we are 
not aware — we are blaming it on USDA, and the decision should 
be made — if it is being made here rather than down the street, we 
need to make sure Members are aware of that. 

Mrs. Canales. Understood. 

OPEN RANGE 

Mr. Kingston. And so would the same be true with Open Range? 

Mr. Adelstein. We took a number of steps on Open Range to re- 
duce the exposure of the government as the process went on. I 
think my predecessor, Mr. Andrews, did a very good job of putting 
in place provisions. I think it was recognized as a particularly large 
loan. It was recognized as a loan that had unique circumstances. 
And steps were taken in the covenant that was originally arrived 
at to protect against that, and we took advantage of that. 

I mean, for example, they ensured that $100 million in equity 
was put in up front. There was a question about whether or not, 
due to the Spectrum partner, there was careful scrutiny that was 
given. And we took a number of steps, as we evaluated the loan 
and as it ran into issues, to reduce the exposure of the government 
going forward as we were administering the loan. 

We suspended funding twice. We demanded a new business plan 
on two occasions. We reduced the amount of financing available 
from $267 million to $180. We reduced the number of markets that 
were eligible for financing, from 500 to 160. We demanded an eq- 
uity infusion from the equity partner before continuing to make ad- 
vances. And we worked with the FCC to mitigate the risk. 

So we took a number of steps to try to control this one. And, as 
a result, we took what was a $267 million loan, and in the end 
only — I should not say “only” — there was a very substantial loss of 
$78 million. But we limited, as best we could, losses to the tax- 
payers. 

Mr. Kingston. And only because of the time frame, I did cut you 
off on top of the corrective action. But I would like to have that for 
the record. But I just wanted to reach back and understand a little 
bit about it because I think that when we all get a little egg on 
our face, we all have responsibility. And we need to know, okay, 
where are we being ridiculous? 

And I often know that in our own office case work for Social Se- 
curity or veterans’ claims, when an individual has come to us, we 
always say, look. We are going to advocate for you, but we do not 
want the administration to do something that is irresponsible, ei- 
ther. We are going to highlight that we know of this business in 
our State or in our areas. But we want to make sure that you guys 
still have the ultimate decision-making. And I know sometimes 
that gets out of our hands. 

You have two other loans that have been announced now, 
Fiberight in Blairstown, Iowa and ZeaChem Biorefinery in 
Boardman, Oregon. So we just want to make sure that we do not 
go down this path again. 
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Mr. Bishop, my time has expired. Ms. Lummis, I had kind of 
grabbed your time, so if you guys want to 

Mrs. Lummis. I would defer to Mr. Bishop. I do have just a cou- 
ple more questions, but Mr. Bishop, if you are ready to roll, please 
do so. 

Mr. Bishop. Thank you very much. I apologize for being late. I 
had a conflict with hearings. I was ranking on Military Construc- 
tion, and we are meeting at the very same time. So I sneaked out 
of there and came here because this is equally important to our 
country and, of course, to my district. 

I want to start off welcoming all of you, of course. But I want 
to move to broadband and talk with Mr. Adelstein. We still have 
a large number of Georgia residents living in rural communities 
that are still waiting for the promised broadband coverage and the 
service which should have resulted from the grants which were ap- 
proved in 2009 under the Recovery Act. 

BROADBAND PROJECTS 

In my district, for example, SGRITA, which was a stimulus 
broadband grantee, just recently, a week ago, began to draw down 
significant funding for the first time since being approved two 
years ago. It is our understanding that because of significant 
delays in funding, longstanding agreements and contracts with 
suppliers, construction companies, other vendors, most of which are 
now one or two years old, all of that is out of date and they are 
now having to renegotiate all of that. 

So the bottom line here is that my constituents, including the 
high school students with no internet access other than their smart 
phones, farmers who want to install the GPS irrigation systems 
that are driven by the IT, small business folks who want assistance 
to market their goods and their services — all of those who were 
promised the high-speed internet service have not received the 
service as of yet. 

So how do I answer my constituents when they ask me why they 
have not gotten the service, and it is two years since the approval? 
Sir? 

Mr. Adelstein. Each one of our applicants — we are working with 
to expedite them as much as possible. We think it is urgent to get 
this money out the door. I have spoken directly to the President 
about it. The Secretary is involved, the Deputy Secretary. We have 
taken a number of steps to expedite funding. As a matter of fact, 
95 percent of the projects are underway. 

We have run into a number of issues, as you indicated. Each one 
is different. SGRITA is an awardee that we are very proud of; we 
want to see them provide service as quickly as possible. We have 
worked with them closely to try to get the money out the door. 

Large projects like that do run into environmental issues. The re- 
view process has taken longer than we would like to see. But we 
have tried to help our awardees work through that long and dif- 
ficult process. Some have made requests for changes in their con- 
tracts, and we have had to be very careful to limit those. So there 
has been back-and-forth with a a number of awardees. 

But in general, with 95 percent underway, we think we are mak- 
ing good progress towards getting these things built. I wish the 
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progress was going faster on that project and some others that are 
not moving as quickly. And those that are not moving quickly, we 
have worked closely with each awardee. 

Mr. Bishop. We are also told that many of the vendors, including 
several of the major companies like Ericsson, have begun request- 
ing nonstandard contracts from the broadband grantees rather 
than the standard RUS contracts. And this is because of payment 
issues as well as a perception of inflexibility or difficulty in dealing 
with the RUS normal contracts. 

Are you familiar with these issues, and can you tell us what RUS 
plans to do to address these and other contractual issues? 

Mr. Adelstein. Well, we work with them on an individualized 
basis. When issues arise about a contract request or a change, we 
have to do them on a case-by-case basis depending on whether or 
not it is consistent with what the application requested. 

Mr. Bishop. And of all of the projects that were approved under 
the stimulus program nationwide, how many of them have been 
completed? What percentage? 

Mr. Adelstein. We have completed — about 11 percent have been 
completed. So in terms of the contracts, we are — we will work with 
them on an individualized basis. Sometimes, when they come in 
with a nonstandard contract, it takes a little longer. But we are ap- 
proving contracts that come in fairly quickly. 

Mr. Bishop. You are saying you have approved 11 percent of the 
contracts, or 11 percent of the work is complete? 

Mr. Adelstein. No. Half of the funds there have been contracts 
either approved for or the project has been completed. $1.6 billion 
in contracts have been approved by RUS for work completed or in 
progress. In terms of the number of projects that are completed, 
there have been 32 projects completed, which is about a little over 
11 percent of the existing projects. 

Mr. Bishop. That is not very much progress made over two 
years, huh? 

Mr. Adelstein. Well, half of the work is underway or is com- 
pleted. Much more is coming. This is fairly in line with our tradi- 
tional buildout. These are large, complex projects that normally 
take up to five years to build. So we are ahead of where we nor- 
mally find ourselves in terms of our history of doing many billions 
of dollars’ worth of telecommunications buildout. 

Mr. Bishop. Eleven percent in two years would take you beyond 
five years if you kept the same pace, would it not? 

Mr. Adelstein. Well, we have asked each of our awardees to 
give us their anticipated schedule to ensure that it is going to meet 
those time frames. And all of them have given us time frames that 
would be well in advance. We expect many of them to be completed 
soon. 

You have to remember that while we had gotten the money out 
the door two years ago, it took another year in some cases to com- 
plete the environmental review process. So some of these have only 
been going for a year. 

Now, as I say, we are glad that 32 are complete, and each day 
and week we are finding more completions. But just even if they 
are not complete, a number of them are already providing 
broadband service today. 
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Mr. Bishop. Mr. Chairman, do I need to yield back? I think my 
time has expired on. Or do I get bonus time because I started late? 
Mr. Kingston. I think that — would this be your last round? 

Mr. Bishop. Not necessarily, sir. 

Mr. Kingston. Well 

Mrs. Lummis. May I, then, Mr. Chairman? Would you 

Mr. Bishop. Yes. 

Mrs. Lummis. Thank you very much. I appreciate the flexibility, 
Mr. Chairman. 


RENEWABLE ENERGY LOANS 

Also a question for you, Mr. Adelstein, with regard to RUS and 
coal. RUS loans for base load coal generation have been prohibited 
for the last few years. But I note in your testimony, you said that 
generation facilities financed can include fossil fuel technology that 
operates in conjunction with intermittent sources of renewable en- 
ergy like wind. 

Will base load coal generation be excluded from RUS loans in the 
2013 budget? 

Mr. Adelstein. Well, the prohibition that was put in place on 
coal-fired generation capacity in 2006 has not been lifted, as far as 
I know, from OMB. So we are still not in a position to finance that. 
We do finance fossil fuel intermittent generation backup, for exam- 
ple, for natural gas. 

Mrs. Lummis. Oh, so you are calling the coal generation intermit- 
tent to back up natural gas? 

Mr. Adelstein. No. I am sorry. No, I was saying the intermittent 
is the renewable. 

Mrs. Lummis. Right. 

Mr. Adelstein. So what the budget proposes is that we can use 
fossil fuels to back up intermittent sources of energy such as re- 
newables. 

Mrs. Lummis. Oh, I see. So base load. 

Mr. Adelstein. Right. Base load. 

Mrs. Lummis. Yes. 

Mr. Adelstein. And we can do base load for backing that up. We 
can do base load with carbon sequestration as well. 

Mrs. Lummis. But only those two options? 

Mr. Adelstein. Right. 


subsidy rates 

Mrs. Lummis. Okay. And then another question about these loan 
investments. And again, Mr. Chairman, if this is redundant be- 
cause you discussed it before I walked in, just stop me. 

According to the Under Secretary’s testimony, 63 percent of 2011 
funding supporting loan guarantees that enabled private lenders to 
safely increase the pool of capital available in rural areas for cred- 
itworthy businesses, communities, and home buyers, without direct 
cost to the government. 

Now, many of the Rural Development loans, as I understand it — 
and correct me if I am wrong about this — but I understand that 
they have a negative subsidy rate. 

Mr. Tonsager. Correct. 
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Mrs. Lummis. Okay. Which of your loan programs have the high- 
est subsidy rates, and which have the lowest or even negative 
rates? And what are the characteristics of the program that end up 
not costing the government money? 

Mr. Tonsager. Of course, the highest rates or grants, they are 
a dollar. Subsidy rates vary on the loan guarantees and the direct 
from there. I suppose multi-family housing has been the highest 
subsidy cost for construction, but we are not proposing any. And 
perhaps Mike can help us with the subsidy rate costs. 

Mrs. Lummis. And is the subsidy rate on multi-family higher if 
it is a larger multi-family unit versus, say, a two-family unit? 

Mr. Tonsager. If I could, I would ask Mike to speak to the sub- 
sidy rates more specifically than I perhaps can. And then I will 
come back to you regarding the ones that do not have such a — why 
they do not have such a high subsidy cost. 

[The information follows:] 

A few of the multi-family housing preservation programs have relatively high sub- 
sidy costs, but these programs are usually combined with other low cost preserva- 
tion programs that make the overall preservation subsidy cost comparable to our 
other direct loan programs. 

Two Multi-Family Preservation and Revitalization (MPR) tools — zero percent and 
“soft second” loans — have subsidy rates above 50 percent, but when combined with 
debt deferrals (with subsidy cost of about 5 percent), the overall subsidy cost is 
much lower, how low would depend on the proportion of any particular loan pro- 
posed for deferral. New construction subsidy cost is about the same for multi-family 
as it is for other programs, about 30-35 percent. 

The subsidy rate for multi-family housing loans does not vary based on the size 
of the apartment building. 

Mrs. Lummis. Thank you. 

Mr. YOUNG. Well, yes, ma’am. It looks like, just scanning down 
the list here, that some of the higher rates are in, for example, the 
Multi-Family Housing Preservation Programs. 

Mrs. Lummis. And preserving the building or preserving the fam- 
ily? Excuse me. 

Mr. Young. This is the buildings, yes. Those loans are in the 
range of 58 percent, 60 percent, in that kind of range. Some of the 
others, the Multi-Family Direct Housing Program is about 35 per- 
cent. 

Mrs. Lummis. Okay. 

Mr. Young. The Biorefinery Assistance Program is about 36 per- 
cent. Intermediate Re-lending is about 32 percent. So just as exam- 
ples, those are some of the higher subsidy rates. 

The ones that are negative, again it tends to be, for example, in 
the electric program. The direct electric loans are about 16 percent 
negative. The direct telecommunications loans are about 15 percent 
negative. So those are the other end of the scale. 

Mrs. Lummis. And would you be so kind as to provide me that 
list at your convenience? 

Mr. Young. Yes. We would be glad to. 

Mrs. Lummis. That would be great. Thanks so much. 

Mr. Tonsager. And if I — the rural electric programs are wonder- 
ful. The rural electric folks pay their loans. I think the delinquency 
rate is practically zero on $40-some billion worth of loans. 

The Community Facility loans have proved to be very stable be- 
cause, generally speaking, communities have committed to the re- 
payment on those, and they do not tend to have much risk in them. 
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The Single-Family Housing Guarantee loans — we are assessing it 
for a fee across the board on those, and it is going to become self- 
sustaining. 

Now, in saying all that, we still have people and we are not 
counting the cost of the people we use to do that when we say zero 
cost. And I guess by saying that, I am making the case for salary 
and expense money to have adequate human resource support to 
do these properly. 

Mrs. Lummis. Thank you. 

Mr. Chairman, I yield back, and thank you for your indulgence. 

Mr. Kingston. Thank you. 

Mr. Bishop. 

ECONOMIC DEVELOPMENT IN RURAL AMERICA 

Mr. Bishop. Thank you very much. 

Let me go to another area that is of concern to me. The mission 
area of Rural Development is a critical piece of the overall competi- 
tiveness of rural regions as we work to foster job growth, regional 
innovation, and economic prosperity. And with USDA’s assistance 
over the years, rural communities across the Nation are now in a 
better position to pursue rural asset -based and innovation-focused 
development strategies that can result in new job and local wealth 
retention opportunities. 

But the gains are increasingly at risk as a result of the Rural 
Development funding cuts in recent years. In the final fiscal year 
2012 appropriations bill for USDA, the budget authority for the 
Rural Development mission area was cut by nearly $200 million, 
including reductions of 45.76 million in RUS, 133.72 in rural hous- 
ing, and 18.59 in rural business cooperative service. And the fiscal 
year 2013 budget is essentially flat. 

How can we help rural communities that are continuing to suffer 
through the economic stagnation and the resulting persistent pov- 
erty? And, of course, that is very, very reflective in my district. And 
should not Rural Development be placing special attention and spe- 
cial resources in these areas? They have not seen the rebound that 
some other areas are beginning to see, and continue to face dire cir- 
cumstances. 

And I want to follow that up with a discussion about rural health 
care. But I will let you go ahead and respond to that. 

Mr. Tonsager. Thank you, sir, for the question. I would say — 
the first thing we focus on, we are under restrained resources, 
there is no question, and it is a difficult budget time. We did have 
Recovery Act money, which I think helped us a lot, and I think 
that was an important aspect of what we had the opportunity to 
do. 

I would say I take great pride in the people working for my agen- 
cy. What I tell them, and what they pursue is, they look for every 
resource they can find for rural areas. So they take our resources, 
and then go out and seek to try and find partners across the coun- 
try, and we do a tremendous amount of leveraging with all kinds 
of private sector groups and organizations to try and meet those 
challenges. 

So our human resource team, our team of people, again, I think, 
is incredibly important to rural America because they do problem- 
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solving to the degree they possibly can. Does it make it harder? 
Yes. We are losing our guaranteed resources and our direct lending 
resources to the degree we possibly can. Does it make it harder 
when we don’t have deep grant programs or resources in that area? 
Yes, it does, because for people of economically challenged areas, it 
is harder for them. 

We have approached a regional strategy we think is important. 
Simply trying to get communities to work together closely really 
helps. We don’t necessarily need two hospitals in one area some- 
times; sometimes it is one hospital, or it is one police department, 
or one fire hall, that can serve a region as effectively as perhaps 
two or three can. And we think that effort on trying to bring com- 
munities together in a regional basis is important. 

RURAL HEALTH SERVICES 

Mr. Bishop. Okay. Thank you for your response to that. It is still 
a very serious concern for me. 

The Rural Business Enterprise Grant Program has been one of 
the major vehicles that was used to expand and strengthen rural 
health services. This, combined with the Community Facilities 
Loan Program, have been important sources of funding for rural 
communities, but the focus has not been entirely health care-based. 

As we move to the Farm Bill, it seems to me that the mission 
with respect to rural health needs to be strengthened and ex- 
panded. And I would like to know what USDA is doing to expand 
and strengthen the role in addressing the rural health needs in our 
rural communities, and ask whether or not the administration 
plans to make any Farm Bill recommendations to the authorizers 
in the area of health care. Because not only do we have a need for 
facilities, including clinics and hospitals, we need doctors and 
nurses and, of course, even 911. 

So I appreciate the Department’s effort to eliminate food deserts. 
But we also need to have some health care deserts — we need some 
health care. If you would care to comment? If the Chairman would 
indulge me with some additional time to allow you to respond, I 
would appreciate it. 

Mr. Tonsager. Of course we will use our programs to the max- 
imum extent possible. And we have financed a number of health 
care facilities, as well as the Broadband Communications Programs 
and the Distance Learning Telemedicine Programs have brought 
important tools, I think, to that. 

We also have some interest in cooperative formation. Of course, 
we have our Cooperative Services Group, and there is some inter- 
est — 

Mr. Bishop. Of course, the broadband part of it is only 11 per- 
cent complete. 

Mr. Tonsager. Well, and again, as the Administrator said, we 
are making good progress there, I think — and using the existing 
systems with the Distance Learning Telemedicine Program. 

But I think in a technical assistance sense, we will be providing 
some assistance with groups that are forming up cooperatives 
based on the new health care law. And I think it will be an impor- 
tant element in providing technical support. 

Mr. Bishop. Mr. Chairman, thank you. 



56 


Mr. Kingston. Anyone have any more questions? 

Mr. Bishop. Yes. 

Mr. Kingston. Would the gentleman consider submitting them 
for the record? 

Mr. Bishop. Yes. I will be glad to. Let me just ask one quickly. 
I will yield. 

RURAL MICRO-ENTREPRENEUR ASSISTANCE PROGRAM 

The Micro-Entrepreneur Assistance Program was a major new 
initiative created in the 2008 Farm Bill. It provided funding 
through community-based organizations to make small loans and 
technical assistance to microentrepreneurs. A very, very effective 
program. 

With the 2012 bill coming up, what suggestions do you have on 
how we can improve and expand access to the Micro-Entrepreneur 
Program to make it available to more rural residents, and particu- 
larly minorities and small and disadvantaged farmers? 

Mrs. Canales. Thank you, sir. And I know you have taken a 
strong interest in the Rural Micro-Entrepreneur Assistance Pro- 
gram. We of course right now are implementing the rest of 2010, 
2011, honoring the contracts that were made in that regard. For 
fiscal year 2012, we don’t have funds to operate the RMAP, as you 
know. 

But the actual purpose, in the sense of doing micro-lending and 
working with organizations at the local level is still very critical, 
which is the part that you are speaking of. And as our Under Sec- 
retary stated, what we do is we still cast the net in the sense of 
working at the local level to help build capacity. 

A Rural Business Enterprise Grant can do some of that. The 
Intermediary Re-lending Program — IRP — of course is still a very 
important tool that we have to operate revolving loan funds, work- 
ing with an intermediary. And so that intermediary, as you de- 
scribe, is a core piece in that delivery. It is an additional way to 
gain access to capital in these rural areas. And that, therefore, in 
the long run gets more attention for lenders, too, to do more activ- 
ity in the rural areas. 

Mr. Bishop. Yes. Some of the micro-lending programs are able to, 
with a very small infusion of capital, be able to give tremendous 
value added for other activities, particularly farming activities that 
are taking place in those communities. 

VALUE-ADDED PRODUCER GRANT PROGRAM 

Mrs. Canales. That is indeed the case, sir. Fortunately, we still 
have the Value-Added Producer Grant, which will allow for work- 
ing capital or feasibility studies or business plans as eligible activi- 
ties for that producer to be able to do more with that very valuable 
commodity. 

Mr. Bishop. There are some restrictions, as I understand it, on 
which organizations and where those organizations have to be 
physically located in order to participate. For example, it is my un- 
derstanding — and correct me if I am wrong — that an organization 
that may be very capable in the micro-lending area but is located 
in a city that is not technically a rural area, but is in a trade area 
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for rural communities, would not be eligible to do that in terms of 
the micro-lending. 

But if those regulations or criteria were changed, then that 
would be an opportunity, an organization, that could empower the 
rural counties outside of that metropolitan area. 

Mrs. Canales. Congressman, we are very cognizant of capacity. 
In the Rural Business Enterprise Grant, the IRP, you can be an 
organization that is based in an urban setting. The projects, the ef- 
fort, the technical assistance, and in the long run, the actual lend- 
ing, is done in the eligible areas of rural. 

[The information follows:] 

While the microentrepreneur or microenterprise assisted under the Rural Micro- 
entrepreneur Assistance Program (RMAP) must be located in a rural area, the 
RMAP regulation does not require the Microenterprise Development Organization 
(MDO) to be located in a rural area. The RMAP rule does not prohibit a MDO that 
is located in an urban area from participating in RMAP. In response to public com- 
ment on the proposed RMAP rule, we incorporated several changes in the RMAP 
Interim Rule to ensure that “urban” MDOs are not excluded from RMAP. RBS be- 
lieves that MDOs with rural experience are more likely to be able to better serve 
rural communities than those MDOs without rural experience. Therefore, part of the 
priority score an MDO receives on its application is based on its rural lending expe- 
rience if the MDO has been in existence for more than 3 years. However, rural lend- 
ing experience is not part of the scoring system for MDOs with 3 years or less lend- 
ing experience. 

Mr. Bishop. Maybe we can talk about that a little bit outside of 
the committee. 

Mrs. Canales. Yes, sir. 

Mr. Kingston. Yes. Thank you. 

Mr. Farr. 

Mr. Farr. Thank you, Mr. Chairman. I know we are in a hurry, 
and I appreciate it. I will just ask two quick questions and I will 
submit the rest for the record. 

One is, I have just been thinking about that 502 program that 
we were talking about and one of the things in your testimony 
about the cut in that program. But in my rural areas, you know 
why it is really hard to have any little, tiny rural schools? It is at- 
tracting teachers, because they don’t have a place to live. 

So I am wondering if you might think about a program where 
you could also target some of those loans to teachers so that they 
could afford to buy a house in that rural area. And I also am trying 
to encourage school districts to build housing for teachers so that 
they get a place to live if they sign up to teach there. We have a 
lot of one-room schoolhouses still in California in the rural areas. 

electricity and green energy 

The other area that I am really interested in is your green en- 
ergy development, your proposal to expand the Rural Utility Serv- 
ice Electrification Telecommunication Loans to include power 
plants that use a combination of green energy and fossil fuel 
plants. I understand that these plants would use wind and solar 
power to make electricity as much of the time as possible, and rely 
on fossil fuels for the peak load times. 

As you know, California has been at the forefront in developing 
all kinds of alternative green energy and reducing carbon gas emis- 
sions. How many of these loans would you be able to expect to 
make the first year? 
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Mr. Tonsager. Appreciate your comments regarding assisting 
teachers and educators and that. I will turn to Jonathan regarding 
the question on the green energy loans. 

Mr. Adelstein. Well, we never know until we get the loans in 
the door and really evaluate them. We do have a couple hundred 
million dollars in loans pending that we are looking at, and we 
have done up to $500 million a year in renewable energy loans. Re- 
cently we haven’t seen the same volume, partly, I think, due to 
natural gas prices being very low, which makes it comparatively 
harder to come up with a business case that works. 

So to the degree that we have applications that have a business 
case that works, we will fund them. And we are anxious to see 
more apps come in the door. 

Mr. Farr. Okay. We got our message, and we will go out there 
and get those apps in. 

Mr. Adelstein. Please do. 

Mr. Farr. Thank you very much. 

Thank you, Mr. Chairman. 

Mr. Kingston. Thank you, Mr. Farr. And we will conclude this. 
But I did have one quick question. 

The appropriations bill gave you the authority to do refinancing 
projects. And the Secretary made a statement recently that he was 
introducing a pilot refinancing program and could not wait for Con- 
gress. I don’t understand that. But we understand there is some 
rhetoric out there, which is natural in this town, but some of it is 
productive and some of it is not productive. 

baseload generation report 

The second thing I wanted to say, that we had asked last year 
for a report on base load generation and the subsidy model. It was 
due December 31st. When would we be able to have that? 

Mr. Tonsager. Jonathan. 

Mr. Adelstein. At least you have the draft here. But it is all 
written, ready to go. I apologize for the delay. We should have it 
to you as soon as we get it through clearance. 

Mr. Kingston. The gentleman from Kentucky is especially inter- 
ested in that. 

And then I also wanted to make note before we adjourn that this 
is an historic meeting inasmuch as you got Mr. Young to talk, 
which is something we have not ever been able to do. [Laughter.] 

But with that, Mr. Farr, unless you have anything else, we stand 
adjourned. 

Mr. Farr. No. Thank you very much. 

Mr. Tonsager. Thank you, sir. 
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Chairman Jack Kingston 
USDA Rural Development Mission Area 
Budget Hearing for FY 2013 
Questions for the Record 
March 1, 2012 


EMPOWERMENT ZONES /ENTERPRISE COMMUNITIES AND COLONIAS FUNDING 

Mr. Kingston: Please update the table in the fiscal year 2012 
hearing record of specially targeted areas such as Empowerment 
Zones /Enterprise Communities and Colonias, which your programs serve, 
and the states where they are located and the amount of federal funds 
each has received to date. 

Response: The information is submitted for the record. 

[The information follows:] 

Rural Housing Service 

EMPOWERMENT ZONES /ENTERPRISE COMMUNITIES RECIPIENTS FOR 
FISCAL YEARS 2004 - 2010 

USDA /Rural 
Development 


Community Name State Designation Funding 

(Cumulative) 


Metlakatala Indian Community 

AK 

Round 

II 

EC 

$ 2,200,000 

Four Corners EC 


AZ 

Round 

II 

EC 

2,200,000 

Desert Communities EZ 


CA 

Round 

II 

EZ 

17,600,000 

Westside-Tule EC 


CA 

Round 

II 

EC 

2,200,000 

Empowerment Alliance of SW FL 

FL 

Round 

II 

EC 

2,200,000 

Southwest Georgia United EZ 

GA 

Round 

II 

EZ 

17,600,000 

Molokai EC 


HI 

Round 

II 

EC 

2,200,000 

Southernmost Illinois 

Delta 

IL 

Round 

II 

EZ 

17,600,000 

Town of Austin EC 


IN 

Round 

II 

EC 

2,200,000 

Witchita County EC 


KS 

Round 

II 

EC 

2,200,000 

Bowling Green EC 


KY 

Round 

II 

EC 

2,200,000 

Kentucky Highlands EZ 


KY 

Round 

I EZ 

40,000,000 

Aroostook County EZ 


ME 

Round 

III EZ 

2,900,000 

Empower Lewiston EC 


ME 

Round 

II 

EC 

2,200,000 

Clare County EC 


MI 

Round 

II 

EC 

2,200,000 

Mid-Delta EZ 


MS 

Round 

I EZ 

40,000,000 

Fort Peck Assiniboine 
Sioux Tribe EC 

& 

MT 

Round 

II 

EC 

2, 200,000 

City of Deming EC 


NM 

Round 

II 

EC 

2,200, 000 

Griggs-Steele EZ 


ND 

Round 

II 

EZ 

17,600,000 

Tri-County Indian Nations EC 

OK 

Round 

II 

EC 

2,200,000 

Fayette EC 


PA 

Round 

II 

EC 

2,200, 000 

Allendale ALIVE EC 


SC 

Round 

II 

EC 

2,200,000 

Oglala Sioux Tribe EZ 


SD 

Round 

IT 

EZ 

17,600,000 

Clinch-Powell EC 


TN 

Round 

II 

EC 

2,200,000 

FUTURO Communities EC 


TX 

Round 

II 

EC 

2,200,000 

FUTURO Communities EZ 


TX 

Round 

III EZ 

2,900,000 

Rio Grande Valley EZ 


TX 

Round 

I EZ 

40,000,000 

Five Star EC 


WA 

Round 

II 

EC 

2,200,000 

Northwoods NiiJii EC 


WI 

Round 

II 

EC 

2 ,200,000 

Upper Kanawha Valley EC 

wv 

Round 

II 

EC 

2,200,000 






2004 LUNA, COUNTY OF 
2004 CAMERON , COUNTY OF 



2005 

BOWIE UNIFIED SCHOOOL 
DISTRICT 

2005 

PINAL-GILA COUNCILS 


2005 SAN LUIS, CITY OF 


2005 ST DAVID UNIFIED 


2005 SUNNYSIDE FIRE DIST 


DESERT ALLIANCE FOR 
COMMUNITY EMPOWERMENT 


IMPERIAL, COUNTY OF 


WESTMORLAND, CITY OF 


EDWARDS, COUNTY OF 


FORT STOCKTON ISD 


SAN DIEGO, CITY OF 


AMADO COMMUNITY 
FOOD BANK 


CHARLES WM LEIGHTON 
2006 JR. HOSPICE INC 


PINAL-GILA COUNCIL'S 
2006 SENIOR FOUNDATION 


PPEP MICROBUSINESS & 

2006 HOUSING DEVELOPMENT AZ 


ST DAVID UNIFIED 
2006 SCHOOL DIST NO 21 AZ 
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Community Facilities Projects in Colonias counties funded FY 2004-2011 

FY 

Organization Name 

State 

Direct 

Guarantee 

Grant 

2006 

RANCHO MIRAGE 

REHABILITATION 

HOSPITAL 

CA 


4,000,000 


2006 

SALTON COMMUNITY 
SERVICES DISTRICT 

CA 



22,275 

2006 

SAN PASQUAL VALLEY 

UNI FIEDSCHOOLDI STRICT 

CA 



44,464 

2006 

COMMUNITY COUNCIL 

TX 



30,000 

2006 

COUNTY OF EDWARDS 

TX 



34,800 

2006 

FT STOCKTON, CITY OF 

TX 



35,807 

2006 

IDEA ACADEMY, INC. 

TX 


3,638,000 


2007 

COCHISE COUNTY FAIR 

AZ 

70,000 


18,000 

2007 

COMMUNITY FOOD BANK 

AZ 



45,000 

2007 

NORTHERN COCHISE 
COMMUNITY HOSPITAL 

AZ 

535,000 



2007 

REGIONAL CENTER FOR 
BORDER HEALTH 

AZ 

1,795,000 



2007 

WORLD MINISTRIES 

AZ 

271,972 


50,000 

2007 

CLINICAS DE SALUD DEL 
PUEBLO, INC 

CA 



106,350 

2007 

IDYLLWILD FIRE 
PROTECTION DISTRICT 

CA 

190,000 


38,000 

2007 

IMPERIAL, COUNTY OF 

CA 



85,077 

2007 

SALTON COMMUNITY 
SERVICES DISTRICT 

CA 




2007 

UNITED FAMILIES, INC. 

CA 



14,985 

2007 

WINTERHAVEN FIRE DS 

CA 



18,000 

2007 

APPLETREE EDUCATIONAL 
CENTER 

NM 



30,000 

2007 

BROOKS , COUNTY OF 

TX 

650,000 


100,000 

2007 

CAMERON WORKS , INC . 

TX 



250,000 

2007 

BEEVILLE, CITY OF 

TX 

210,100 


100,000 

2007 

ROCKSPRINGS, CITY OF 

TX 



35,850 


DIMMIT, COUNTY OF 

TX 

55,000 


45,000 

2007 

EDWARDS, COUNTY OF 

TX 



70,532 

2008 

COMMUNITY FOOD BANK 

AZ 



90,000 

2008 

EHRENBERG FIRE 

DISTRICT 

AZ 

1,981,540 



2008 

FORT THOMAS FIRE 
DISTRICT 

AZ 

31,275 


7,225 


TOHONO O'ODHAM 
COMMUNITY COLLEGE 

AZ 



272,350 

2008 

TOMBSTONE, CITY OF 

AZ 



49,700 
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Community Facilities Projects in Colonies counties funded FY 2004-2011 

FY 

Organization Name 

State 

Direct 

Guarantee 

Grant 

2008 

WORLD MINISTRIES 

AZ 

90,000 



2008 

CALIPATRIA, CITY OF 

CA 



40,000 

2008 

IMPERIAL, COUNTY OF 

CA 



41,950 

2008 

SALTON COMMUNITY 
SERVICES DISTRICT 

CA 



30,000 

2008 

WINTERHAVEN FIRE DS 

CA 



25,500 

2008 

SIERRA, COUNTY OF 

NM 



30,100 

2008 

HIDALGO, COUNTY OF 

TX 

225,000 


46,308 

2008 

FT STOCKTON, CITY OF 

TX 

$397,000 



2008 

LA SALLE, COUNTY OF 

TX 

3,000,000 


100,000 

2009 

COMMUNITY COUNSELING 
CENTERS, INC. 

AZ 

183,124 



2009 

COMMUNITY FOOD BANK 

AZ 



14,287 

2009 

GRAHAM, COUNTY OF 

AZ 



14,077 

2009 

MESCAL- J6 

AZ 

160,000 



2009 

REGIONAL FIRE 

AZ 

301,500 



2009 

SUNSITES- PEARCE FIRE 
DISTRICT 

AZ 



19,165 

2009 

TOHONO O'ODHAM 
COMMUNITY COLLEGE 

AZ 



220,000 

2009 

CLINICAS DE SALUD DEL 
PUEBLO, INC 

CA 



59,625 

2009 

CLINICAS DE SALUD DEL 
PUEBLO, INC 

CA 



30,000 

2009 



MEMSSEn 

■ 

11,700 

2009 

IMPERIAL, COUNTY OF 

CA 



6,750 

2009 

NILAND FIRE DISTRICT 

CA 



15,000 

2009 

SALTON COMMUNITY 
SERVICES DISTRICT 




HUH 

2009 

UNITED FAMILIES, INC 

CA 




2009 

UNITED FAMILIES, INC 

CA 



10,650 

2009 

LORDSBURG, CITY OF 

NM 



52,419 

2009 

COTULLA, CITY OF 

TX 



40,000 

2009 

WEBB, COUNTY OF 




200,000 

2009 

JIM HOGG COUNTY 

TX 

1,317,000 


3,949,000 

2009 

LAREDO INT'L FAIR & 
EXPOSITION, INC. 

TX 

117,000 


143,000 

2009 

SAN DIEGO, CITY OF 

TX 

100,000 



2009 

ST. MARY'S CHARTER 
SCHOOL 

TX 


1,130,000 


2010 

A JO AMBULANCE, INC. 

AZ 


1,425,000 


2010 

BISBEE HOSPITAL 
ASSOCIATION 

AZ 

7,080,250 

2 , 800,000 
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Conammity Facilities Projects in Colonias counties funded FY 2004-2011 

FY 

Organization Name 

State 

Direct 

Guarantee 

Grant 

2010 

CHICANOS POR LA CAUSA 
INC. 

AZ 



59,053 

2010 

COMMUNITY FOOD BANK 

AZ 



200,000 

2010 

LA PAZ REGIONAL 
HOSPITAL 

AZ 



78,523 

2010 

MARANA HEALTH 

AZ 

9,933,486 

9,933,489 


■ FY 

Organization Name 

State 

Direct 

Guarantee 

Grant 

2010 

PINAL HISPANIC 

COUNCIL 

AZ 

1,617,000 



2010 

SAGUARO FOUNDATION 
COMMUNITY LIVING PROG 

AZ 

2,764,000 



2010 

TOHONO O'ODHAM 
COMMUNITY COLLEGE 

AZ 



196,600 

2010 

WILLCOX, CITY OF 

AZ 



117,700 

2010 

CLINICAS DE SALUD DEL 
PUEBLO, INC 

CA 



135,110 

2010 

IMPERIAL, COUNTY OF 

CA 



25,200 

2010 

SALTON COMMUNITY 
SERVICES DISTRICT 

CA 



46,500 

2010 

SAN JOSE COM. & BEA 
MAIN LEARNING CENTER 

CA 



27,000 

2010 

WINTERHAVEN FIRE DS 

CA 



46,500 

2010 

BAYARD, CITY OF 

NM 



197,750 

2010 

ALTON, CITY OF 

TX 



500,000 

2010 

BROOKS COUNTY 
INDEPENDENT SCHOOL 
DISTRIC 




298,809 

2010 

HIDALGO, CITY OF 




159,486 

2010 

LA FERIA, CITY OF 

TX 

379,000 


464,431 

2010 

COMMUNITY SERVICES 
AGENCY OF SOUTH TEXAS 

TX 



126,767 

2010 

EDWARDS, COUNTY OF 

TX 



445,500 

2010 

FANNIN COUNTY MULTI 
PURPOSE COMPLEX, INC. 




80,174 

2010 

JIM HOGG, COUNTY OF 

TX 

125,000 


50,000 

2010 

JIM HOGG, COUNTY OF 

TX 



50, 000 

2010 

MERCEDES, CITY OF 

TX 

1,549,000 


500, 000 

2010 

STARR, COUNTY OF 

TX 

105,000 


315,000 

2010 

UVALDE, CITY OF 

TX 

5,653,000 


500,000 

2011 

SAN JOSE COM. & BEA 
MAIN LEARNING CENTER 

CA 



27,000 

2011 

SAN JOSE COM. & BEA 
MAIN LEARNING CENTER 

CA 



35,000 
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Community Facilities Projects in Colonias counties funded FY 2004-2011 

FY 

Organization Name 

State 

Direct 

Guarantee 

Grant 

2011 

HABITAT FOR HUMANITY 

OF YUMA INC 

AZ 



60,000 

2011 

HABITAT FOR HUMANITY 

OF YUMA INC 

AZ 



100,000 

2011 

MERKEL, CITY OF 

TX 

445,000 



2011 

BAYARD, CITY OF 

NM 

105,954 



2011 

MATHIS CLUBS AND 
LIBRARY 

TX 



9,735 

2011 

ALPINE PUBLIC LIBRARY 
ASSOCIATION 

TX 



30,000 

2011 

BROOKS COUNTY 
INDEPENDENT SCHOOL 
DISTRIC 

TX 



298,809 

2011 

SIERRA COUNTY 

NM 



55,500 

2011 

FRIO HOSPITAL 
ASSOCIATION 

TX 

209,252 



2011 

STARR, COUNTY OF 

TX 



315,000 

2011 

JIM HOGG, COUNTY OF 

TX 

1,317,000 



2011 

SALTON COMMUNITY 
SERVICES DISTRICT 

CA 



46,500 

2011 

BAYARD, CITY OF 

NM 

67,000 



2011 

BAYARD, CITY OF 

NM 



49,000 

2011 

DUNCAN, TOWN OF 

AZ 

56,377 



2011 

DUNCAN, TOWN OF 

AZ 




2011 

CLINICAS DE SALUD DEL 
PUEBLO , INC . 

CA 



30,600 

2011 

CLINICAS DE SALUD DEL 
PUEBLO, INC. 

CA 



29,625 

2011 

CLINICAS DE SALUD DEL 
PUEBLO, INC. 

CA 



30,225 

2011 

CLINICAS DE SALUD DEL 
PUEBLO , INC . 

CA 



44,660 

2011 

REEVES COUNTY 

HOSPITAL DISTRICT 

TX 



50,000 

2011 

IMPERIAL, COUNTY OF 

CA 



6,750 

2011 

IMPERIAL, COUNTY OF 

CA 



4,950 

2011 

IMPERIAL, COUNTY OF 

CA 



6,750 

2011 

IMPERIAL, COUNTY OF 

CA 



6,750 

2011 

WINTERHAVEN FIRE DS 

CA 



39,000 

2011 

WINTERHAVEN FIRE DS 

CA 



7,500 

2011 

HIDALGO, CITY OF 

TX 



159,486 

2011 

TRI -VALLEY 

IMPROVEMENT 

ASSOCIATION 

AZ 



35,100 

2011 

COTULLA, CITY OF 

TX 

547,000 
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Single Family Housing Direct 


FY 2011 Obligations 



SFH 502 VL 

SFH 502 LOW 

SFH 504 

SFH 504 

State 

Loan Amt 

Loan Amt 

Loan Amt 

Grant 

Amt 

NORTH DAKOTA 

0 

0 

0 

0 

NEW YORK 

0 

0 

0 

$22,255 

VERMONT 

0 

$228,950 

$17,440 

23,250 

Total 

0 

$228,950 

$17,440 

$45,505 


Colonias Obligations for FY 2011 



SFH 502 VL 

SFH 502 LOW 

SFH 504 

SFH 504 

State 

Loan Amt 

Loan Amt 

Loan Amt 

Grant 

Amt 

ARIZONA 

$2,418,266 

$3,182,300 

0 

$87,499 

NEW MEXICO 

130,547 

652,744 

0 

0 

Total 

$2,548,813 

$3,835,044 

0 

$87,499 


Underserved Obligations for FY 2011 



SFH 502 VL 

SFH 502 LOW 

SFH 504 

SFH 504 

State 

Loan Amt 

Loan Amt 

Loan Amt 

Grant 

Amt 

ALASKA 

$200,000 

0 

0 

0 

ARIZONA 

95,000 

$279,440 

$2,889 

$38,200 

Total 

$295,000 

$279,440 

$2,889 

$38,200 


306C- WWD RHS Colonias Grants (306C) FY 2011 


State 

ARIZONA 


TEXAS 

Total 
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Rural Utilities Service 

Water and Waste Disposal Section 306C Colonias Grants 
Information for FY 2010 and 2011 (new addition to table) 


State 

FY 2010 

FY 2011 

ARIZONA 

$4,994,747 

$6,354,660 

CALIFORNIA 

2,145,000 

3,162,603 

NEW MEXICO 

8,732,850 

8,300,000 

TEXAS 

8,971,000 

13,909,800 

Total 

$25,069,000 

$32,080,000 


Mr, Kingston: Please update the list provided in the fiscal year 
2012 hearing record of all authorized rural empowerment zones and 
enterprise communities that have received USDA funds for fiscal years 
2008 through 2012 and identify whether those recipients are Round I, 
Round II or Round III. 

Response: Not applicable to RBS as the EZ-EC program has ended 
and no funds were distributed after what RBS reported last year. 

CARRYOVER BALANCES 

Mr. Kingston: Are there carryover funds still available in the 
rural empowerment zone and enterprise community grants program? If 
so, how much? Why is there a carryover? 

Response: There was a balance of funds for Empowerment Zones 

Enterprise Communities of $33,453. The balance reflects residual 
funds remaining which were not expended prior to the expiration of 
the program authority in 2009. The carryover most likely reflects 
projects that were not completed prior to the end of the program. 


Mr. Kingston: Please, provide a chart showing the carryover for 
each program in RD at the end of fiscal year 2011. 

Response: The following information is submitted for the record: 

[The information follows:] 

Fiscal Year 2011 Carryover for Rural Development Programs 

Carryover 

Budget 

Authority 

Rural Housing Service 
Loan Programs : 

Guaranteed community facility loans 
Sec. 514 Farm Labor housing loans. 

Multi-family housing revitalization modifications 
Multi-family housing revitalization zero percent 
loans 

Multi-family housing revitalization soft second loans 
Multi-family housing preservation demo revolving loan 
fund 

Grant Programs : 

Rural community development initiative grants 
Rural cooperative home based health care demo 
Hazardous weather early warning systems grants 
Economic impact initiative grants 
Community facility grants - Tribal College 


$4,119,527 

2,184,823 

1,189,851 

4,855,441 

2,877,941 

2,909,946 

5,537,664 

580,022 

88,699 

2,920,258 

336,443 
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Sec. 504 Very low-income housing repair grants 
Sec. 525/509 Supervisory and technical assistance 
grants 

Sec. 509 Compensation for construction defects grants 
Sec. 533 Housing preservation grants 
Sec. 516 Domestic farm labor housing grants 
Processing workers housing grants 
Multi-family housing vouchers 
Multi-^family housing revitalization grants 
Sec. 523 Mutual and self-help housing grants 
Subtotal 


448,847 

78,053 

541,236 

468,828 

2,159,307 

2,167,370 

13,146,661 

1,666,225 

18,137,208 

$66,414,350 


Rural Utilities Service 
Loan Programs : 

Direct water and waste disposal loans 

Direct broadband telecommunication treasury - 
Discretionary 

Direct broadband telecommunication treasury - 
Mandatory 
Grants Programs : 

Rural water and waste disposal grants 

Rural water and waste disposal technical assistance 
grants 

Rural water and waste disposal grants 

Rural water and waste disposal grants 
village 

Rural water and waste disposal grants 
American. 

Rural water and waste disposal grants 

Hawaiian Homelands grants 

Distance learning and telemedicine grants 

Broadband telecommunication grants 

High energy cost grants 
Subtotal 


circuit rider 
Alaska 


Native 


Colonias 


$11,108,569 

20,126,172 

122,683 

47,867,270 

73,735 

2.241.876 

15,709,889 

663,293 

2,182,701 

8,477,000 

1,158,592 

3.771.876 
21,704,885 

$135,208,542 


Rural Business and Cooperative Development Service 
Loan Programs : 

Business and industry guaranteed loans 
Business and industry NADBank guaranteed loans 
Business and industry guaranteed loans Native 
American 

Rural economic development loans 
Renewable energy guaranteed loans - Mandatory 
Biorefinery guaranteed loan - Mandatory 
Rural microenterprise direct loans - Mandatory 
Grants Programs : 

Rural business enterprise grants 
Rural business opportunity grants 

Rural business enterprise grants - Native American 
Rural business enterprise grants - Tech Assist Transp 
Rural business enterprise grants - 

Native American Tribes Transportation 
Rural business opportunity grants - Native American 
Rural business enterprise grants - Mississippi Delta 
Rural business opportunity grants - Mississippi Delta 
Grant to Delta Regional Authority 
Special earmark grants 
Renewable energy grants - Mandatory 
Renewable energy feasibility studies - Mandatory 
Renewable energy audits and technical assistance - 
Mandatory 

Renewable energy grants under $20,000 - Mandatory 


3,392,444 

351,233 

83,859 

5,990,263 

765,190 

185,277,625 

325,081 

734,807 

35,022 

470,955 

2,182 

1 

150,611 

299,484 

32,339 

215 

500 

1,907,402 

118,645 

181,875 

182,312 
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Rural microenterprise grants to assist organizations 
- Mandatory 

Repowering assistance payments - Mandatory 
Bioenergy program for advanced biofuels payments - 
Mandatory 

Rural economic development grants 

Value-added agricultural product market development 
grants, discretionary 

Agricultural marketing resource center grants 
Value-added agricultural product market development 
grants, beginning and socially disadvantaged 
farmers 

and ranchers, discretionary 
Value-added agricultural product market development 
grants, mid-tier chains, discretionary 
Special earmark grants 

Rural empowerment zone and enterprise community 
grants 

Value-added agricultural product market development 
grants, mandatory 

Value-added agricultural product market development 
grants, beginning and socially disadvantaged 
farmers 

and ranchers, mandatory 

Value-added agricultural product market development 
grants, mid-tier chains, mandatory 
Agriculture innovation center demonstration program 
grants 

Subtotal, Rural Business and Cooperative Service 
Grand Total, Rural Development 


578,295 

33 , 044,728 

40 , 327,219 

5 , 069,914 

30 , 837,791 

941,463 


3 , 948,218 

4 , 306,324 

314 

33,456 

706,361 


114,282 

424,327 

16,452 

$ 309 , 507,157 

$ 511 , 130,048 


LOAN DEFAULTS 

Mr. Kingston: Please update a ten-year table showing the latest 
information on defaults for all Rural Development direct and guaranteed 
loan programs. 

Response: The following information is submitted for the record. 

[The information follows:] 



WRITE-OFFS AND LOSSES ON DIRECT LOANS 
FY 2000 through FY 2011 
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Note: Amounts include currently not collectable written off the financial records, but still included on the borrower record. 



FY 2001 Through FY201 1 
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RURAL UTILITITY SERVICE PROGRAMS 
WRITE-OFFS AND LOSSES ON INSURED LOANS 
FY 2001 Through FY 2010 
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Mr. Kingston: Please include a similar table showing the latest 
information on delinquencies for all Rural Development direct and 
guaranteed loan programs . 

Response: The information is submitted for the record. 

[The information follows:] 
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Rural Development 

Loan Portfolio 

As of February 29, 2012 

; ~r— ~ 

i r : — r r : 




-- - 











Delinquent Leans > 30 days 


Delinquent Loans > 1 Year . 


Loan Portfolio 

» of 

Amount of Principal 

#Loan 

% Loan 

Delinquent 

% Oeiq. 

# Loan j 

%Loan \ 

Delinquent 

% Deiq. 


Loans 

Outstanding 

Deling. 

Deling. Principal balance’ 

Prin. 

Deiinq. 

Deiinq. Pr 

nclpal balance’ 

Prin. 













Housing and Community Facilities 












Single Family Housing 

310.970 


$15,699,054,191 

60,748 

19.54 

$3,217,919,049: 

20.50 

17,955 

5.77: 

$888,959,447 

5.66 

Multi-family Housing 

25,744 


$11,223,026,000^ 

'358 

" 2 33! 

$220,7B2.057: 

1.S7 

*205; 

** 1.331 

S139,941,913[ 

1.28 

Community Facility 

8,126 


$3,932,454,000 

128 

209 

$183,076,401 

4 66 

66: 

1 08 

$94,511,393; 

2.40 

•Tots! Housing & Community Fac. 

342,840 


$30,854,534,194 

*** 60.876 

*** 19.20 

$3,621,777,507 

. 11 - 74 


5.68 

$1,123,412,753: 

364 

Utilities ! 



|_... 


p 

f 






Water & Waste 

18 121 


$11,962,854,000 

111 

0.61 

$142,370,738 


38 

0.20; 

$43 035,01? 

0.36 

Electric 

4,050 


$42,696,115,021 

1 

0.02 

$1,469,618; 

0.00 

1 

0,02; 

$1,469,618’ 

000 

Te lecommunications 

2.246 


$4,604,948,632 

28 

1.25 

$234,741,419: 

5 10 

22 

0 98 

$83,285,540 

1.81 

Total Utilities 

24.417 


$59,263,917,653 

148f 0.57j 

$378,581,775 

0.64 

59’ 

0.24 

$128,390,170 

022 

Business and Cooperative 




— 

4- 

j 






Business and Industry 

61 


34.174,000 

25 

40.98 

$23,325,968 

68.26 

21 

34.43; 

$22,071,658: 

64.59 

RMAP 

92 


10,477.148 

0 

0.00, 

$0= 


Oi 

0.00 

SO! 

0.00 

Intermediary Relendlng Prog/HHS 

1,025 


$463,868,602: 

15 

1.48 

$7,468,643: 

1.61 

101 

0.98; 

$5,498,352; 

1.19 

Rural Economic Development 

360 


$113,558,008 

5 

1.39 

$2,047,692 

1.80 

01 

0.00; 

$0i 

0.00 

Total Business & Cooperative 

3S. 


$622,077,758 

45 

2.93 

$32,842,303 

5.28 

31 

2 02 

$27,570,010 

4.43 

Total Direct Portfolio 

368,795 


$90,740,529,605 

*** 61,061 

"* 17.80 

4.033,201.585 


“* 18.111 

5.28 " 

1,279,372.933 

,.41 













Housing and Community Facilities 












Single Family Housing 

606,227 


$67,141,422,503. 

71.413 

11.78 

$7,717,950,910 

11.50 

15,606 

2.57; 

$1,089,316,127; 

? ,‘2? 

Multi-Family Housing 

499 


$615,707,227' 

3 

0.60 

$19,128,365 

3 11 

3: 

0,60: 

$19,128,365 

3 1! 

Community Facility 

700 


$1,114,855,202 

19 

2.71 

$31,622,199 

? 84 

12 

1 71 

$21,070,755 

1.89 

Total Housing & Community Fac. 

607.426 


$68,871,984,932 

71.435 

11 76 

$7,768,710,474 11.28 

15,621 

2.57 

$1,729,515,247 

2,51 

Utilities 



j.- 

— 


— 






Water 8 Waste 

67 


$66,733,610: 

0 

0.00 

$0' 

0.00 

Oi 

000 

$0: 

0.00 

Electric/Other 

18 


$318,833,796 

0 

0.00. 

$0 

0.00 

0i 

0.00: 

$0; 

0 00 

Total Utilities 

85 


$385,567,406 

0 

0.00 

$0 

0.00 

o' 

0.00 

SO 

0 00 

Business and Cooperative 



j_. 

— 

; 

— . — ^ 




j 


Business and Industry 

3,834 


S7.0B4.379.582: 

303 

790 

$661,625,620 

9.34 

189 

4.93: 

$366,960,001: 

5 18 

Total Businoas & Cooperative 

3,834 


$7,084,379,582 

303 

7.90 

$661,625,620 

9.34 

189 

4.93 

$366,960,001 

5.18 

| 

— 


P 

— 









Total Guaranteed Portfolio 

611.345 


76,341,931,920 

71,738 

11.73 

8,430,336,094 

11.04 

15.810' 

2.59: 

2,096.475,248: 

2.75 

SI^hbB 

980,140 


$167,082,461,525 

*** 132,799 

™ 13.91 

$12,463,537,679 

7.46 

~* 33.921 


m 





* Number of projects delinquent. 

" The % of projects delinquent: Number of projects delinquent diNlded by number of projects outstanding, there are 15,376 projects outstanding as of February 29, 2D12, 
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Mr. Kingston: Please provide a ten-year table showing the default and 
delinquency rates for all Rural Development direct and guaranteed loan 
programs . 

Response: The information is submitted for the record. 

[The information follows;] 


Rural Development 
Loan Portfolio 


Delinquent Loans > 30 Days 

Amount of Principal Delinquent 
Outstanding Principal balance 


Delinquent Loans > 30 Days 

%Delq. Amount of Principal Delinquent j %Delq. 
Prin. Outstanding Principal balance Prin. 
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Rural Development 
Loan Portfolio 


Rural Housing 

Single Family Housing 
Multi-Family Housjng 
_ . _ Communi ty Facility 

Total Rural Housing 

Rural Utilities 
Water & Waste 
Electric 

Telecommunications 

Total Rural Utilities 

Rural Business 

Business and Industry 

myiApj 

Intermediary R elen d ing Prog/HH S 
Rural Economic Development 
ITotal Rural Business 

Total Direct Portfolio 


Guaranteed Portfolio 


Rural Housing 

Single Family Housing 
Multi-Family Housing 
Community Facili ty 

Total Rural Housing 

Rural Utilities 
Waters Waste 
Eiectric/Other 

Total Rural Utilities 

Rural Business 

Business and Industry 

Total Rural Business 

Total Guaranteed Portfolio 


Total Loan Portfolio 


Delinquent loans > 30 Days 

Amount of Principal Delinquent 
Outstanding i Principal balance 






$13,174,315,570 

$2,069,685,572 

15.71 

$11,722,944,000 

$1,824,902,000 

$26,722,161,570 

$158,488,995 

$55,131,936 

$2,283,306,503 

1.35 

3.02 

8.54 






$8,170,218,000 

$54,815,808 

0.67 

$30,160,419,954 

$4,739,479 

0.02 

$4,059,525,752 

$50,100,636 

1.23 

$42,390,163,706 

$109,655,923 

0.26 







$83,725,000 

$46,622,037 

55 68 




$429,131,415 

$5,525,656 

1.29 

$73,228,861 

$1,494,759 

2 04 

$586,085,276 

$53,642,452 

9.15 




$69,698,410,552 

2,446,604,878 

3.51 


; Delinquent loans >30 Days f 

%Defq. Amount of Principal Delinquent %Delq. 

Prin. Outstanding | Principal balance f Prln. | 




$13,010,045,315 $1,992,371,041 

$11,629,408,000 $170,960,311 

$2,141,666,000; $56,554,423 

$26,781,120,315 $2,219,885,775 

15.31| 

1.47 

2.64 

8.29 


$8,635,464,000 $61,511,959; 

0.7 t 

$34,015,167,760 $3,117,610 

0.01 

$3, 956, 553,456 : $45,901, 538^ 

1.16 

$46,607,185,216 $110 531,107 

0.24: 



$71,558,000 $43,422,870: 

60.68 i 


$442,665,122: $831,7755 

0 19 

$88,961, 100 ; $760,828 

0.86 

$603,184,222 $45,015,473 

7.46 



$73,991,489,753 2,375,432,355 

3.21 







$15,095,751,938 $820,439,446 

5.43 

$229,762,264 $1,388,483 

0.60 

$547,432,906 $16,044,074 

2.93 

$15,872,947,108 $837,872,003: 

5.28 



$33,601,928! $0! 

0.00 

$391,403,954: $0 

o.oo 

$425,005,882 $0 

0.00 


$3,900,929,662 $319,114,148 

8.18 

$3,900,929,662; $319,114,148 

8.18 


20,198,882,652 1,156,986,151' 

5.73 


$3,681,902,343 " 4.13 $94,190,372,405 
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Rural Development 
Loan Portfolio 


Delinquent loans > 30 Days Delinquent loans >30 Days f 

Amount of Principal Delinquent %Delq. Amount of Principal Delinquent %Dolq. 

Outstanding Principal balance Prin. Outstanding Principal balance Prin. 


■ i»,i c-i* * JT , ! ’■* lf«l 


Rural Housing 

Single Family Housing 
Multi-Family Housing 
Community Facility 

Total Rural Housing 

Rural Utilities 

Water & Waste 
Electric 

Telecommunications 

Total Rural Utilities 

Rural Business 

Business and Industry 
RMAPJ 

Intermediary Relending Prog/HHS 
Rural Economic Development 

Total Rural Business 

Total Direct Portfolio 


$13,348,213,250 

$2,384,541,388 

$11,465,207,000 

$190,632,065 

$2,767,391,000 

$78,029,048 

$27,580,811,250 

$2,653,202,501 



$9,858,931,000 

$44,772,454 

$37,492,219,623 

$862,387 

$4,065,911,688 

$51,417,062,311 

$52! 869, 500 

$98,504,341 





$46,508,000 

$22,031,778 

$465,430,557 

$2,813,442 

$100,272,138 

$612,210,695 

$2,348,711 

$27,193,931 



$79,610,084,256 

2,778,900,773 


Guaranteed Portfolio 


Rural Housing 

Single Family Housing 
Multi-Family Housing 
Community Facility 

Total Rural Housing 

Rural Utilities 
Water & Waste 
Electric/Other 

Total Rural Utilities 

Rural Business 

Business and Industry 

Total Rural Business 

Total Guaranteed Portfolio 


Total Loan Portfolio 


$21,652,304,867: 

$2,580,618,375 

T 

$293,513,268! 

$47,289,076 

If 

$693,265,102 

$30,562,433 


$22,639,083,237! 

$2,658,469,884 

1; 







$67,991,916' 

$2,148,115 


$387,571,976! 

SO. 

( 

$455,563,892 

$2,148,115! 

1 



$3,770,053,800! 

$347,872,950! 


$3,770,053,800 

$347,872,950 




26,864,700,929 

3,008,490,949 

i- 




$106,474,785,185 

$5,787,391,722 5.44 


r 1 







78 


Rural Development 
Loan Portfolio 


Delinquent loans > 30 Days 5 Delinquent Loans > 3Q Days 

Amount of Principal Delinquent ; %Delq. Amount of Principal Delinquent j %Delq. 
Outstanding j Principal balance Prin, Outstanding ■ Principal balance j Prin. 


Rural Housing 

Single Family Housing 
Multi- family Housing 
Com m unity Facili ty 

Total Rural Housing 

Rural Utilities 

Water & Waste 

Electric 

Telecommunications 

Total Rural Utilities 

Rural Business 

Business and Industry 
RMAP j 

Intermediary Relending Prog/HHS 
Rural Economic Development 

Total Rural Business 

T otal D i rect Portfolio 

Guaranteed Portfolio 


Rural Housing 

Single Family Housing 
Multi-Family Housing 
Community Facility 

Total Rural Housing 

Rural Utilities 
Water & Waste 
Electric/Other 

Total Rural Utilities 

Rural Business 

Business and Industry 

Total Rural Business 

Total Guaranteed Portfolio 


$13,866,899,622 

$2,753,206,105 

$11,408^1.000; 

S229.541.142 

$3,058,714,000 

$99,863,230 

$28,334,134,622 

S3,082,61 0,477’ 





$10,380,576,000 

$67,497,530 

$39,994,977,635 

$1,568,435 

S4, 136, 256,230 

$57] 160,653] 

$54,511,809,865 

$126,226,618' 





$41,981,000 

$23.970.052! 



$471,823,709 

$104,561,135 

$4]268]633j 

$740,000 

$618,365,844 

$28,978,685' 


$83,464,310,331 

3,237,815,780' 




$33,657,773,172 

$4,416,259,255 

S375.841.592i 

$47.078,9171 

$789,611,518 

" $37,774,792 

$34,823,226,282 

$4,501,112,964' 



$69,093,854 

$1,077,868 

$371,307,313 

$0 

$440,401,167 

$1 .077,868' 


—j— • | 

$4,396,119,576; 

$535,458,671 

$4,396,119,576 

$535,458,671 ’ 


39,659,747,025 

5,037,649.503' 


$15,135,722,480 
$11 .327’ 1 92.000] 
$3,300,538,000 

$29,763,452,480 


$10,898,410,000 

$40,716,526,659 

$4,324,142,251 

$55,939,078,910 


$474,433,7591 

$103,750,994 

$618,149,753 

$86,320,681,143 


$49,747,330,249; 

$511,302,698 

$900,557,656 

$51,159,190,603 


$63,865,370 

$349,721,348 

$413,586,718 


$5,877,580,332 

$5,877,580,332 


53,067,356.349 

$219,350,535: 

$122,627,878 

S3, 409, 334, 762 


$133,193,915 

$1,947,483 

$109,650,153 

$244,791,551 


$6,793,433; 

$5,473 1 
$32,370,810 


$5,899,546,601 

$46,059,939 

$23,161,484; 

$5,968,768,024 


$647,005,485 

$647,005,485 


Total Loan Portfolio 
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Rural Development 
Loan Portfolio 


Delinquent Loans > 30 


( Amount of Principal 
Outstanding 


Delinquent \ %Delq 
Principal baiance Prin. 


Rural Housing 

Single Family Housing 

M ulti-F a mily Hou si ng 

Community Facility 

Total Rural Housing 

Rural Utilities 
Water & Waste 
Electric 

Telecommunications 

Total Rural Utilities 

Rural Business 

Business and Industry 
RMAP 

Intermediary R e lending Prog/HHS 
Rural Economic Developme nt 

’Total Rural Business 

Total Direct Portfolio 


Guaranteed Portfolio 


Rural Housing 

Single Family Housing 
Multi-Family Housing 
Community Facility 

Total Rural Housing 

RunafiiMiiies 

Water & Waste 
Electric/Other 

Total Rural Utilities 

Rural Business 

Business and Industry 

Total Rural Business 

Total Guaranteed Portfolio 


$15,661,062,304 

$3,410,761,013 

$11,259,524,000 

$219,132,732 

$3,791,609,000 

$30,712,195,304 

~ $141,391,984 
$3 ,771 ,285,729 



$11,813,743,000 

$142,202,484 

$42,249,762,801 

$1,866,825 

$4,479,884,552 

$215,199,929 

$58,543,390,353 

$359,269,238 



$36,727,000 

$25,312,472 


$468,800,602 

$7,182,949 

$110,350,445 

~ $3,158 

$615,878,047 

$32,498,579 


$89,871,463,704 

4,163,053,546 


Delinquent Loans >30 Days 


Amount of Principal; Delinquent 

% Delq. 

Outstanding Principal balance 

Prin. 





$15,699,054,194: $3,217,919,049 

20.50 

$11,223,026.0001 $220,782,057 

1.97 

$3,932,454,000 $183,076,401 

$30,854,534,194 $3,621,777,507 

4.66 
11.74 





$11,962,854,000 $142,370,738 

1.19 

$42,696,115,021' $1,469,618 

0.00 

$4,604,948,632 $234,741,419 

5.10 

$59,263,917,653 $378,581,775 

0.64 





34,174.000 $23,325,968 

68.26 

10,477,148 $0 


$463,868,602: $7,468,643 

1.61 

$113,558,008 $2,047,692 

1.80 

$622,077,758 $32,842,303 

5.28 


! 


| 




$61,990,442,147 $8,017,984,786 

12.93 

$579,225,410: $19,128,365 

3.30 

$1,017,721,742: $27,753,560 

2.73 

$63,587,389,299 $8,064,866,711 

12.68 





$62,348,855 $0 

0.00 

$329,964,515; $0 

0.00 

$392,313,370 $0 

0.00 





$7,028,686,323 $602,168,643 

8.57 

$7,028,686,323 $602,168,643 

8.57 

- l_ . J 

71,008,388,992 8,667,035,354 

12.21 


$7,717,959,910.. 

$19,128,365 

$31,622,199 

$7,768,710,474 


$66,733,610, 

$318,833,796 

$385,567,406 


$661 ,625,070 

$661,625,620 


Total Loan Portfolio 
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Mr. Kingston: Please provide for the record the total number and 
related dollar amount of all fiscal year 2010, 2011 and 2012 service 
contracts, which supported the delivery of rural development programs. 

Response: The total number and related dollar amount of all fiscal 
year 2010, 2011, and 2012 service contracts, which supported the 
delivery of Rural Development programs are as follows: 

Fiscal Year 2010 - 7,440 transactions totaling $138,036,744.04 

Fiscal Year 2011 ~ 7,003 transactions totaling $51,393,084.00, and 

Fiscal Year 2012 - 2,339 transactions totaling $3,660,165.82 


Mr. Kingston: How many employees assigned to the Rural Development 
mission areas are detailed outside of Rural Development, and to which 
agencies are they detailed? 

Response: There are two employees detailed outside of Rural 
Development with USDA Administrative Management Service Staff, and one 
employee detailed to the Treasury Department . 


Mr. Kingston: Please update the Committee on the number of State 
offices, county offices, and Rural Development offices. 

Response: Rural Development has about 47 State and 500 area and field 
offices that are co-located in the communities they serve. 


Mr. Kingston: Please provide for the record a copy of the Rural 
Development's Loan Portfolio as of January 31, 2012. 

Response: The information is submitted for the record. 

[The information follows:] 
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Rural Development j 

Loan Portfolio 

As of January 31,2012 




Delinquent Loans > 30 days 5 

Dellnquen 

Loans;- 1 Year 


Loan Portfolio 

Hoi 

Amount of Principal 

# Loan 

% Loan 

Delinquent 

%Detq. 

H Loan 

%Loan i 

Delinquent 

% Delq. 


Loans 

Outstanding 

Deling. 

Dellnq. 

Principal balance : 

Prtn. 

Dellnq. 

Dellnq. , 

Principal balance: 

Prln, 












Housing and Community Facilities 











Single Family Housing 

311,323 

$15,685,922,940 

69,693 

22.39 

$3,736,101,790! 

24.14 

17,886: 

5.68 

$870,609,068 

555 

Multi-Family Housing 

25,379 

1 $11,231,134,000! 

* 346! 

” 2.25 

$222,684,340! 

1.98 

* 218- 

" 1.421 

$144,823,789: 

1 20 

Community Facility 

6.122 

$3,906,248,000 

119! 

1.94 

$145,554,040! 

3 73 

68 

1.11 

$95,051,747; 

2 43 

Total Housing & Community Fac. 

343.324 

*30,823.304,940 

— 69.812 

•* 21.99 

$4,154,340,170 

13.48 

•** 17.754 

*** 5.59: 

$1,110,485,484 

3.60 

Utilities 





— 






Water & Waste 

18,108 

: *11,928.493,000 

115; 

0.64 

$141,199,647; 

1.18 

33; 

0.18 

$29,887,521 

0 25 

Electric 

4,086 

$42,692,627,672: 

1 

0.02 

$1,469,618 

0.00 

Is 

0.02 

$1,469,618 

0,00 

Telecommunications 

2,257 

$4,600,524,956 

34> 

1.51 

$254,942,785 

5. 54 

21 

0.93 

S81, 251.563. 

1 77 

Total Utilities 

24.451 

$59,221,650,628 

150 

0.61 

*397.612,030 

0.67 

~ — jsL 

0.22 

$112,608,702 

0.19 

Business and Cooperative 











Business and Industry 

63 

35,221, 000: 

27; 

42.86 

$24,307,352 

69.01 

22 

34.92 

$21,490,025: 

61.01 

RMAP 

se 

10.022.994;: 

01 

0.00 

$0; 

0.00 

0 

6.00. 

$0! 

000 

Intermediary Relending Prog/HHS 

1,021 

$484,014,602! 

13 

1.27 

$6,775,308; 

1.46 

9 

0.88, 

S4.738.945 

1 02 

Rural Economic Development 

359 

$113,534,661 

O! 

0.00 

so, 

0 00 

0 

0.00. 

$0 

0 00 

Total Business & Cooperative 

1,529 

*622,793.277 

40j 

2.62 

*31,082,660 

4.99 

31; 

2.03 

$26,228,970 

4.21 

kTWi.Tf'F? 

369,304 

*90.667,748.845 

"* 70,002 

•• 20.38 

4,583,034.860 

5.05 

“ 17.840 

"* 5.19 

1,249,323,156 

1.38 












Housing and Community Facilities 


} j 








Single Family Housing 

598,567 

$66,101,666,151. 

83,858! 

14.01 

$8,886,235,853 

13.44 

15,949 

2.66 

$1,715,063,128; 

2.59 

Multi-Family Housing 

490 

$601,676,568 

3; 

0.81 

$19,128,365 

3.18 

3 

0.61 

$19,128,365; 

3.18 


690 $1,094,859,138 

14 

2.03 

$27,529,332 

2.51 

11 

1.59 

$20,076,800: 

1.83 

Total Housing & Community Fac. 

399,747 *67,796,201,857 

rzrzizzzzr 

83,875 

' ' ; 

13.99 

„ r 

*8,932,893,550 

ZT Zj 

1318 

15,963; 

2.66 

$1,754,268,293 

2.59 

Utilities 



] 


J 


J 


: 


Water & Waste 

67 

$67,615,550 

0! 

000 

SO. 

0.00 

0 

0.00 

$0- 

0 00 

ElacUtc/Other 

18 

$318,833,796 

0, 

0.00 

so. 

0.00 

0 

0.00 

$0; 

0.00 

Total Utilities 

85 

$386,449,352 

— 3 

0.00 

L m 

0.00 

- ij 

0.00 

*°| 

0.00 

Business and Cooperative 


1“ 

.. .. . . ..: 


; 






Business end Industry 

3,860 

S7,OS9.324,699 

299 

7.75 

S620.362.294 

8 75 

194 

5.03 

$363,863,079 

5.13 

Total Business & Cooperative 

3,860 

$7,089,324,699 

299 

7.75 

$620,382,294 

8.7! 

194 

5.03 

*363,863,079 

5.13 

Total Guaranteed Portfolio 

603,692 

SILL'J J 

84.174; 

13.94 

9.553,255,844 

12.69, 

16.157 

2.68 

2,118,131,372 

2,81 




— 1 

MMB 




■HI 




972.996 

$165,941,724,753 

■I! 



■T 

*** 33.997 


*3,387,454.528 

2.03 



) 

Bn 

BlSt 


mm 


mm 








* Number of projects delinquent. 

i "i "■ ■ ■ 


" The % of projects dei-nquort Numtwr of projects deimquent Prided by number of projects outstanding There aro 15.396 projects outstanding os of January 31. 2012 
*** Exclude Multi-Family Housing Projects (Olrect) 
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Mr. Kingston: Please update information provided in the fiscal year 2012 
hearing record on the population requirements for all Rural Development 
programs . 

Response: The information is submitted for the record. 

[The information follows:] 

Rural Business Service 


RURAL DEVELOPMENT PROGRAM POPULATION REQUIREMENTS 

BUSINESS & COOPERATIVE PROGRAMS 

Business and 
Industry (B&I) 
Guaranteed Loan 
Program 

Any area outside the boundaries of a city or 
town of more than 50,000 population and the 
urbanized area contiguous and adjacent to such 
city or town. Per the 2008 Farm Bill, the 
program considers rural in character and 
strings in determining rural areas . 

North American 
Development Bank 
Guaranteed Loans 

Businesses in communities with significant 
levels of workers adversely impacted by NAFTA- 
related trade as designated by NADBank and 
areas outside the boundaries of a city or town 
of more than 50,000 population and urbanized 
area contiguous and adjacent to such city or 
town. 

Rural Business 
Enterprise Grants 
(RBEG) 

Any area outside the boundaries of a city or 
town of more than 50,000 population and the 
urbanized area contiguous and adjacent to such 
city or town. 

Rural Development 
Loan Fund: 
Intermediary 
Relending 

Program 

Areas outside the boundaries of a city or town 
of 25,000 or more. 

Rural Economic 
Development 

Loans and Grants 
(REDLG) 

Any area outside the boundaries of a city or 
town of more than 50,000 population and the 
urbanized area contiguous and adjacent to such 
city or town. 

Rural 

Microentrepreneur 

Assistance 

Program (Loans and 
Grants) 

Any area outside the boundaries of a city or 
town of more than 50,000 population and the 
urbanized area contiguous and adjacent to such 
city or town. 

Biorefinery 
Assistance Program 

Per Interim Rule: There is no population 
requirement. The project must be located in a 
State in the U.S. or its recognized provinces. 

Repowering 

Assistance 

Per Interim Rule: There is no population 
requirement. The refinery must be located in 
a State in the U.S. or its recognized 
provinces . 
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RURAL DEVELOPMENT PROGRAM POPULATION REQUIREMENTS 


BUSINESS & COOPERATIVE PROGRAMS 


Advanced Biofuel 
Payment Program 

Per Interim Rule: There is no population 
requirement. The facility must be located in 
a State in the U.S. or its recognized 
provinces . 

Rural Energy for 
America (REAP) 
(successor to the 
*’9006" program " ) 
Guaranteed Loans 
and Grants 

Health Care 

Services 

Project must be located in any area outside 
the boundaries of a city or town of more than 
50,000 population and the urbanized area 
contiguous and adjacent to such city or town 
unless the recipient is an agricultural 
producer. Agricultural producers are not 
required to meet rural area requirements. 

Lower Mississippi region and Alabama. 

Rural Business 
Investment 

Proqram 

Outside a SMSA or within a community having a 
population of 50,000 or less. 

Rural Cooperative 
Development Grant 
(RCDG) 

Countrywide 

Appropriate 

Technology 

Transfer for Rural 
Areas (ATTRA) 

Countrywide 

Research on 

National Economic 
Impact of 
Cooperatives 
(RCDG Mandate) 

Countrywide 

Small Socially 
Disadvantaged 
Producer Grant 
(RCDG mandate) 

Areas outside towns having a population 
greater than 50,000 and any adjacent urbanized 
area, or, an urbanized area that is 
nevertheless rural in character. 

Value-added 

Agricultural 

Market Development 
Producer Grants 
( VAPG ) 

Countrywide 
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RURAL DEVELOPMENT PROGRAM POPULATION REQUIREMENTS 

BUSINESS & COOPERATIVE PROGRAMS 

Value-added 

Agricultural 

Market 

Deve 1 opmen t , Ag 
Marketing Resource 
Center Grant 

Countrywide 

Rural Business 
Opportunity Grants 
( RBOG ) 

Any area outside the boundaries of a city or 
town of more than 50,000 population and the 
urbanized area contiguous and adjacent to such 
city or town. 

Empowerment Zones 
and Enterprise 
Communities 

Cannot exceed 30,000 population in aggregate, 
nor 1,000 square miles. 

Grant Program for 
Employment 
Opportunities for 
People with 
Disabilities in 
Rural Areas 

Any area outside the boundaries of a city or 
town of more than 50,000 population and the 
urbanized area contiguous and adjacent to such 
city or town. 

1890 Land-Grant 
Institutions Rural 
Entrepreneurial 
Outreach and 
Development 
Initiative 

Small rural American communities that have the 
most economic need. 

Technical Advisory 
Service to 
Cooperatives 

Countrywide 

Technical Advisory 
Service to 

Producers Desiring 
to Form a 
Cooperative 

Countrywide 

Provide Technical 
Assistance to 
rural communities 

Less than 50,000. 

National Rural 

Development 

Partnership 

The 50 States including the Commonwealth of 
Puerto Rico, the Virgin Islands of the United 
States, Guam, American Samoa, the Commonwealth 
of the Northern Mariana Islands, and, to the 
extent the Secretary determines it to be 
feasible and appropriate, the Freely 

Associated States and the Federated States of 
Micronesia . 
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RURAL DEVELOPMENT PROGRAM POPULATION REQUIREMENTS 
RURAL HOUSING SERVICE 


Section 502 
Direct Loans 

Eligible rural areas, cities, and towns of less than 
20,000 population. 

Section 502 

Guaranteed 

Loans 

Eligible rural areas, cities and towns of less than 
20,000 population. 

Section 504 

Housing 

Repair 

Direct Loans 

Eligible rural areas, cities and towns of less than 
20,000 population. 

Section 504 

Housing 

Repair 

Grants 

Eligible rural areas, cities and towns of less than 
20,000 population. 

Section 509 

Construction 

Defect 

Compensation 

Eligible rural areas, cities and towns of less than 
20,000 population. 

Section 523 

Mutual and 

Self-Help 

Grants 

STechnical 

Assistance 

Eligible rural areas, cities and towns of less than 
20,000 population. 

Section 523 
Self-Help 
Site Loans 

Eligible rural areas, cities and towns of less than 
20,000 population. 

Section 524 
Site 

Development 

Loans 

Eligible rural areas, cities and towns of less than 
20,000 population. 

Section 525 
Technical & 
Supervisory 
Assistance 

Eligible rural areas, cities and towns of less than 
20,000 population. 


RURAL DEVELOPMENT PROGRAM POPULATION REQUIREMENTS 
RURAL UTILITIES SERVICE 


Water and 
Waste 

Disposal 
Direct Loans 
and Grants 

Rural areas and towns with a population of 
10,000 or less. 

Distance 
Learning and 
Telemedicine 

Areas outside incorporated or 
unincorporated cities with population over 
20,000. 
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RURAL DEVELOPMENT PROGRAM POPULATION REQUIREMENTS 

RURAL UTILITIES SERVICE 

Rural 

An eligible rural area means any area, as 

Broadband 

confirmed by the latest decennial census of 

Access Loan 

the Bureau of the Census, which is not 

and Loan 
Guarantee 

located within 

Program 

(1) a city, town, or incorporated area that 
has a population of greater than 20,000 
inhabitants; or 

(2) an urbanized area contiguous and 
adjacent to a city or town that has a 
population of greater than 50,000 
inhabitants . 

Telecom Loan 

Areas outside incorporated or 

Program 

unincorporated cities with population over 
5,000 

Electric 

Rural areas outside the boundaries of a 

Loan Program 

city or town of more than 20,000 population 
and areas served by an existing electric 
borrower . 


RURAL DEVELOPMENT PROGRAMS FEES 

Mr. Kingston: Please provide the USC cite for each loan program where a 
fee is authorized in law. If the fee is not set in authorizing legislation, 
please provide what the authority is for charging a fee. Also, provide what 
the authorized fee limits are for each loan program as currently authorized in 
law. 


Response: Rural Development programs have the following fees 

authorizations . 

[The information follows:] 

Rural Business Service 

The Business and Industry Guaranteed Loan Program (B&I) is authorized to 
charge fees under sections 307(b) and 310B(g) (5) of the CONACT along with 
subsection (b) of 7 USC Section 1927. Currently, Rural Development charges an 
upfront guarantee fee, as well as an annual renewal fee. FY 2012 .Agriculture 
Appropriations Act authorized the agency to charge a guaranteed fee of up to 3 
percent in which the agency implemented through a NOFA published on February 
6, 2012 (77 FR 5759) . 

The fees for the Rural Energy for America Program and the Biorefinery 
Assistance Program are established in the regulations governing the 
programs specific citations are: 

• Biorefinery Assistance Program: 7 CFR 4279-C, section 4279.226 

• Rural Energy for America Program: 7 CFR 42S0-B, section 4280.127 


Rural Housing Service 
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• The Single Family Housing Section 502 guaranteed loan fee and annual fee 
are authorized by 42 U.S.C. 1472(h)(8). The limit for the up-front 
guarantee fee for purchase transactions is 3.5 percent. The limit in 
the fee was raised to 3.5 percent by the passage of Public Law 111-212 
(H.R. 4899) and the fee has been subsequently raised up to that limit. 
Public Law 111-212 (H.R. 4899) also provided the authority to introduce 
an annual fee, of up to 0.5 percent of the average annual principal 
balance per year. The Agency is preparing to institute an annual fee in 
fiscal year 2012 but will lower the up-front fee to 2 percent in 
conjunction with introducing the new annual fee. 

During Fiscal Year 2012, the upfront fee for purchase loan transactions 
is 2 percent and for refinance transactions is 1.5 percent. Both 
purchase and refinance transactions carry an annual fee of 0.3 percent. 


• The Sec. 502 direct loan appraisal fee is authorized in 42 U.S.C. 

1480{j) [(section 510 ( j ) of the Housing Act]). 

• The Section 515 Multi-family loan program is authorized to charge a fee 
under 42 U.S.C. 1485. The authorization to charge fees is limited to 
late charges, although there are no limits to the amount of the late 
charge that may be imposed. 

• The Section 538 guaranteed multi-family loan program fee is authorized 
under 42 U.S.C. 1490; and it establishes a limitation on fees charged in 
42 U.S.C. 1490 through a one percent limit on the upfront guarantee 
fee. The Section 515 multi-family loan program is authorized to charge 
a fee under 42 U.S.C. 1485. The authorization to charge fees is limited 
to late charges, although there are no limits to the amount of the late 
charge that may be imposed. 

• The Community Facilities guaranteed loan program fee is authorized in 
program regulations at 7 CFR 3575.29(a). The guaranteed loan fee will 
be the applicable guarantee fee rate multiplied by the principal loan 
amount multiplied by the percent of guarantee. The guarantee fee rate is 
established at 1 percent under RD Instruction 440.1, Exhibit K. 


Rural Utilities Service 

RUS programs are not authorized to charge fees. 


Mr. Kingston: Please list all expenditures by program to date spent on the 
Healthy Food Financing Initiative and the Regional Innovation Initiative. How 
much do you estimate will be spent on the initiatives in fiscal year 2013? 
Include all direct and indirect costs. 

Response: No funding has been spent on either initiative since neither has 
been enacted. However, existing programs include similar authorities and 
objectives. For example, both the Rural Business Opportunity Grant (RBOG) 
program and the Rural Community Development Initiative grant program allow for 
regionally focused projects. Our Community Facilities programs can also help 
rural communities support and facilitate access to locally produced healthy, 
fresh, and nutritious meals for schools, colleges and healthcare facilities, 
such as: upgrading school and hospital cafeteria equipment, supporting 
farmers markets and food banks. 

In times of scarce resources, it is even more important to target our efforts 
to projects that have the greatest impact in rural areas. 




| Food ! 

2009 Manufacturing WY Thayne 


Food 

2010 retailing 


Meat 

| 2010 I Processing 


CO Crestone LLC 

Great Lakes 
Producers , LLC 
dba Vin-Lee- 
Ron Meat 

IN Tippecanoe Packing, LLC 


Star Valley 
Cheese, LLC 

1,250,000 

Business 

and 

Industry 

Guaranteed 

Loan 

MJ 

Investments, 

LLC 

796,000 

Business 

and 

Industry 

Guaranteed 

Loan 



[ MA 1 Boston 


Organic 
Renaissance, 
LLA 


Business 

and 

Industry 

Guaranteed 

2,150,000 Loan 

Business 

and 

Industry 
Guaranteed 
450,000 Loan 
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Local /Regional food projects for FY 2009 - 2011 



ST 

City Name 

Organization 

Name 

Loan 

Obligation 

Amount 

RD Program 

2011 


MO 

Higbee 

Matthew Kirby 

250,000 

Business 

and 

Indus try 

Guaranteed 

Loan 

2011 

Food 

retailing 

NJ 

Bridgeton 

The Hopewell 
Amish Market, 

LLC 

1,500,000 

Business 

and 

Indus try 

Guaranteed 

Loan 

2011 

Food 

retailing 

NY 

Skaneateles 

Vernak Farms 
Country Store 

500,000 

Business 

and 

Industry 

Guaranteed 

Loan 

FY 

Program 

ST 

City Name 

Organization 

Name 

Loan 

Obligation 

Amount 

RD Program 

2011 

Food 

distribution 

NY 

Sherrill 

Aqua Vita 

Farms , LLC 

74,000 

Bus iness 
and 

Industry 

Guaranteed 

Loan 

2011 

Food 

distribution 

NY 

Sherrill 

Aqua Vita 

Farms , LLC 

134,000 

Business 

and 

Industry 

Guaranteed 

Loan 

2011 

Food 

retailing 

NY 

Skaneateles 

Bruench Inc . , 
dba Doug 1 s 

Fish Fry 

500,000 

Business 

and 

Industry 

Guaranteed 

Loan 

2011 

Food 

distribution 

OR 

Dallas 

Meduri Farms , 

Inc and 

Estella, LLC 

10,000,000 

Business 

and 

Industry 

Guaranteed 

Loan 

2011 

Food 

distribution 

OR 

Hillsboro 

Malensky Land 
Company, LP 

2,500,000 

Business 

and 

Industry 

Guaranteed 

Loan 

2011 


PR 

Lares 

Luis E. 

Alcover 

131,250 

Business 

and 

Industry 

Guaranteed 

Loan 

2011 

Food 

manufacturing 

UT 

*■ 

Heber Valley 
Artisan 

Cheese, LLC 

$1,063,300 

Business 

and 

Industry 

Guaranteed 

Loan 

2011 

Food 

manufacturing 

VT 

North 

Ferrisburq 

Green Mountain 
Organic 

Creamery Inc. 

$225,000 

Business 

and 

Industry 

Guaranteed 

Loan 





Total 

$77,178,446 
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2008 FARM BILL PROGRAM FUNDING 


Mr. Kingston: Please provide a table showing the appropriation, 
obligation, limitation, cancellation and carryover for each Rural Development 
mandatory program provided in the 2008 Farm Bill. 

Response: The information is submitted for the record. 

[The information follows:] 


(Dollars in Thousands) 



2008 

2009 

2010 

2011 

2012 

Renewable Energy Programs 

Farm Bill Provision 

0 

$55,000 

$60,000 

$70,000 

$70,000 

Carryover 

0 

0 

32 

3,386 

3,155 

Total Available 

0 

55,000 

60,032 

73,387 

22,000 

Obligated 

0 

54,968 

56,959 

73,263 


- 

Value-Added Grants 

Farm Bill Provision 

0 

$15,000 

0 

0 

0 

Carryover 

0 

0 

$15,000 

$1,261 

$1,261 

Total Available 

0 

15,000 

15,000 

1,261 

1,261 

Obligated 

0 

0 

14,789 




Biorefinerv Assistance Program 

Farm Bill 

Provision 

0 

$75,000 

$245,000 

0 

0 


0 

0 

39,993 

$273,997 

$185,278 


0 

75,000 

284,993 

273,997 

185,278 

Obligated 

0 

35,007 

19,331 

88,719 








93 


2008 

2009 

2010 

2011 

2012 

Energy Assistance Payments-Repowerinq Assistance Grants 



Farm Bill 

Provision 

0 

$35,000 

0 

0 

0 

Carryover 

0 

0 

$35,000 

$26,045 

$33,045 

Total Available 

0 

35,000 

28,000 

26,045 

33,045 

Obligated 

0 

0 

1,955 

0 


- 

Energy Assistance Payments-Bioenerqy Program for Advanced Biofuels Payments 


Farm Bill 

Provision 

0 

$55,000 

$55, 000 

$85,000 

$105, 000 


2008 

2009 

2010 

2011 

2012 

Carryover 

0 

0 

55,000 

51,453 

40,327 

Total Available 

0 

55,000 

110,000 

136,453 

65,000 

Obligated 

0 

0 

18,547 

136,125 


„ 

Microenterprise Assistance Payments 

Farm Bill 

Provision 

0 

$4,000 

$4,000 

$4,000 

$3,000 

Carryover 

0 

0 

4,000 

3,346 

903 

Total Available 

0 

4,000 

8,000 

7,346 

903 

Obligated 

0 

0 

4,655 

6,668 


- 

Water and Waste Loans and Grants 



Farm Bill 

Provision 

$120,000 





Obligated 

120,000 






The FY 2012 Appropriations Act limited the available funding for programs as 
follows : 

Bioenergy Programs for Advanced Biofuels $65,000,000, Renewable Energy 
Programs $22,000,000, and Rural Microentrepreneur Assistance Program $0 with 
the ability to use $903,376.25. 
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Amounts reflect carryover, recoveries and adjustments to obligations. 

Mr. Kingston: Please provide a list of all programs and amounts for which 
the budget request is proposing a rescission or limitation on mandatory or 
discretionary funding in fiscal year 2013. 

Response: The 2013 budget is proposing a rescission of $165,000,000 from 

the cushion of credit account. No other rescission or limitation of RD 
programs is proposed in the FY 2013 budget. 

RURAL DEVELOPMENT WORK FORCE AND CONTRACTORS 

Mr. Kingston: Approximately how many federal and contractor support 
personnel help deliver Rural Development's loan and grant portfolio in fiscal 
years 2010, 2011 and 2012? Please break this out by number of federal 
employees and contractor support . 

Response: The information is submitted for the record. 

[The information follows:] 


Fiscal 

Year 

Federal 

Personnel 

Contractor 

Personnel 


2010 1/ 

5,865 

200 

2011 

5,893 

194 

2012 

5,195 

175 


NOTE: The above table represents on-board staff, both full- and part- 
time. 

1/ The numbers of FY 2010 Federal Personnel and Contractor Personnel amount 
exclude ARRA staff. 


2013 BUDGET LEGISLATIVE PROPOSALS 

Mr. Kingston: Does USDA plan to submit any proposed legislation relating 
to Rural Development to Congress in fiscal year 2013? If so, please summarize 
the proposal (s) . 

Response: President's budget includes two legislative proposals pertaining 

to Rural Development . 

The first legislative proposal would permit the Secretary of Agriculture to 
establish a program for eligible properties financed by USDA under section 514 
and Section 515 of the Housing Act of 1949, as amended (42 U.S.C. §§1484 and 
1485) to restructure existing loans, provide loans and grants, and provide 
other financing tools for the purpose of rehabilitating existing affordable 
housing properties. The Multi-Family Housing Preservation and Revitalization 
Program (MPR) would authorize USDA Rural Development to offer incentives and 
assistance to eligible properties based on a long-term viability plan, in 
exchange for the property owner agreeing to operate the property as affordable 
housing for an extended period of time. USDA has operated this MPR program as 
a demonstration program since FY 2006. 

The second legislative proposal would add USDA Rural Development to the list 
of agencies permitted to utilize the U.S. Department of Health and Human 
Services' New Hires database. This is the primary income verification system 
used by HUD, its public housing authorities, and multi-family property owners 
and management agents. Utilization of this system has substantially reduced 
instances of improper subsidy payment errors. The addition of USDA Rural 
Development to the permitted users list will require statutory authorization. 
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COMPREHENSIVE LOAN PROGRAM (CLP) 

Mr. Kingston: Please provide information on the Comprehensive Loan 
Program, including funding requirements and estimated timeline. Please 
describe the current IT system. How much funding is allocated to it in fiscal 
years 2012 and 2013? How much will be allocated to the Common Computing 
Environment in fiscal year 2013? 

Response: The Comprehensive Loan Program (CLP) initiative was launched by 
USD A Rural Development (RD) to modernize and streamline the application 
delivery portfolio in order to better serve RD's citizen beneficiaries, and to 
provide RD employees with the technology and tools they need to pursue RD s 
mission. RD offers a variety of direct and guaranteed loan programs for 
Single Family (SF) and Multi-Family (MF) Housing, Business, Community 
Facilities, and Utilities programs. The current IT portfolio that supports 
the various loan programs consists of over 100 systems built on a variety of 
hosting platforms, system technologies, and database software, some of which 
are program specific and duplicate functionality. As a result, the current IT 
platform prevents the introduction of new programs and lacks a user-friendly 
environment and a robust enterprise management reporting capability. CLP is 
designed to deliver a more agile, more flexible, and more fully integrated IT 
platform. It will: 

• Improve the delivery and access of RD services to citizens; 

• Provide RD staff in the field offices and other locations with greatly 
improved automation support; 

• Enable more rapid rollout of new or changed programs; 

• Provide improved data accessibility and reporting to support executive 
decision making; 

• Reduce operations and maintenance complexity through the elimination of 
duplicate IT systems; and 

• Modernize the technologies to help improve availability of support, systems 
security, and longevity of systems. 

The goal of CLP is to subsume the majority of existing systems to form one 
integrated investment. In FY 2009 and FY 2010, the CLP investment included 
only development, modernization and enhancement (DME) activities associated 
with modernizing the current application portfolio. In FY 2011, the Housing 
investment was subsumed into the CLP investment. In FY 2012, the CLP 
investment subsumed the other RD operational investments: Guaranteed, 
Commercial, Program Funds Control System, Business Intelligence, Automated 
Mail Processing, RD eGovemment, RD Performance Management, and Program Loan 
Accounting System. 

Timeline: The Development of CLP was initiated in 2009 and is presently 

scheduled to conclude in 2017 after receiving final DME funds in 2016. The 
CLP investment is expected to need operational and maintenance funds until 
2024 at which time the investment will be retired. 

• In 2012 and beyond, CLP includes CLP, Housing, Guaranteed, Commercial, 

PFCS, PLAS, AMP, BI, eGov, Imaging, and RD PM systems) : 


Comprehensive Lending Program Estimates 


FICAL YEAR 

Development , 
Modernization & 
Enhancement 

Steady State 

TOTAL w/o FTE Cost 

2012 

$28,367,830 

$20,537,833 

$48,905,663 

2013 

21,530,059 

20,882,494 

20,186,000 


In fiscal year 2013, $4,500,000 will be allocated to the Common Computing 
Environment . 
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OVERSEAS TRAVEL 

Mr. Kingston: Did any Rural Development employees travel outside the 
United States in fiscal years 2010 or 2011? If so, please provide the details 
of such travel, including costs. 

Response: Rural Development had 6 employees who traveled outside the 
United States in Fiscal Year 2010 for a total cost of $30,153.13. Locations 
included: Guam/HI, Pohnpei, Micronesia, Marshall Islands & Palau, Yap, 

Caroline Islands, and Federated States of Micronesia. 

In Fiscal Year 2011, 3 employees traveled outside the United States for a 
total cost of $6,816.74. Locations included: Canada and Marshall Islands. 


Mr. Kingston: Were any entities or individuals debarred or suspended from 
any Rural Development program in fiscal year 2011? If so, please discuss each 
case. 

Response: No entities or individuals were debarred or suspended from any 
Rural Development program in FY 2011. 

Rural Housing Service (RHS) SUBSIDY RATE 

Mr. Kingston: Please provide a table showing the OMB subsidy rate for 
rural housing service loan programs for fiscal years 2008 through 2013. 

Response: The information is submitted for the record. 

[The information follows:] 


Formulation Subsidy Rates 
(AS published in the Federal Credit Supplement) 

Program 

2008 

2009 

2010 

2011 

2012 

2013 

Direct Community 
Facility Loans 

5.55 

5.72 

1.31 

1.33 

-3.03 

-2.08 

Housing Credit Sales - 
SFH 

-1.15 



-11.12 

-16.85 


Housing Credit Sales - 
MFH 

37.14 



38.37 



Section 502 SFH Direct 

9.37 

6.72 

3.63 

6.26 

4.73 

5.97 

Very Low Income 

Housing Repair - Sec 

504 

28.27 

26.87 

12.85 




Multi -Family Housing - 
Section 515 

42.61 

41.16 


33.73 

34.12 


Self-Help Housing 

Loans Section 523 

2.84 

1.65 

■ 

5.80 

-1.01 


Site Development Loans 
- Section 524 

-0.79 

m 

-4.22 

5.82 



Rural Housing for 
Domestic Farm Labor 

514 

43.26 

m 

36.14 

■If 

34.15 

33.34 

Multi -Family Housing - 
Section 515 Relending 
Program 

46.39 

■ 


| 







■j 





Ml 


■ 
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Formulation Subsidy Rates 
(As published in the Federal Credit Supplement) 


Program 

Multi -Family Housing 
Revitalization 
Demonstration Program 
Multi -Family Housing 
Revitalization Soft 

Second 

Multi -Family Housing - 
Revitalization Zero 

Percent 

Guaranteed Community 

Facility 

Section 502 SFH 

Purchase 

Section 502 SFH 

Blended 

Section 502 SFH 

Refinance 

Section 538 GMFH 
_______________ 

Tornado Supplemental 


85.51 72.86 


60.59 38.16 


0.81 0.98 1.72 

9.40 15.68 1.15 

19.28 


2011 i 

2012 

2013 

41.34 i 

36.84 i 

36.18 

62.71 ; 

61.74 : 

61.44 

45.18 ; 

54.29 j 

58.28 

3.95 : 

4.73 | 

6.75 




-0.19 

-0.03 1 

-0.28 




9.69 

-0.06 

-0.04 





SINGLE FAMILY HOUSING 


Mr. Kingston: Please update the table in the fiscal year 2012 hearing 
record listing by state the number and amount of applications obligated in 
fiscal years 2010, 2011 and 2012 for the section 502 single family direct and 
guaranteed programs . 

Response: The information is submitted for the record. 

[The information follows:] 


ALABAMA 


ALASKA 


ARIZONA 


ARKANSAS 


CALIFORNIA 


COLORADO 


CONNECTICUT 


DELAWARE 


FLORIDA 


GEORGIA 


HAWAII 


IDAHO 


31,394,552 


41,362,234 


120,555,913 


34,066,151 


8,061,797 


23,359,505 


66,259,491 


42,785,560 


19,392,275 


FY 2011 


Obligated Amoun 


11,482,926 


16,032.451 


25,708,069 


69,649,142 


15,511,357 


3,311,225 


7,746,022 


31,438,472 


21.062,158 


18,273,330 


13,518,114 


FY 2012 (As of 3/1/12 


107,479,269 


148,412,356 


308,050,564 


87,059,280 


35,849,976 


38,876,492 


142,041,985 


93,108,867 
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SEC. 502 DIRECT LOAN PENDING REQUEST 

Mr. Kingston: Please provide a table showing the numbers of pending 
requests, by State, for the direct 502 loan program through fiscal year 2012 
to date. 

Response: The information is submitted for the record. 

[The information follows:] 

Pending Section 502 Direct Loan applications as of March 1, 2012 
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Sec. 502 Direct Loans 

State 

Pending Applications 

RHODE ISLAND 

14 

SOUTH CAROLINA 

294 

SOUTH DAKOTA 

74 

TENNESSEE 

126 

TEXAS 

1,214 

UTAH 

243 

VERMONT 

54 

VIRGIN ISLANDS 

52 

VIRGINIA 

129 

WASHINGTON 

371 

WEST PAC 

96 

WEST VIRGINIA 

205 

WISCONSIN 

174 

WYOMING 

42 

Total 

11,398 


SEC. 502 DIRECT LOAN PROGRAM 

Mr. Kingston: Please provide the Committee with an estimate of the units 
that will be financed under section 502 direct loans and the cost per unit, 
based on budget authority requested for fiscal year 2013. 

Response: The estimated number of units that will be financed under 

section 502 direct is 5,530 with a units cost of $120,000. 


Mr. Kingston: What are the criteria for qualifying for Section 502 direct 
very-low or low-income loans? 

Response: In general, to be eligible for a Section 502 Direct program loan, 
an applicant must be income eligible, demonstrate a credit history that 
indicates ability and willingness to repay a loan, and meet a variety of other 
program requirements. 

Income Criteria: Section 502 Direct loan applicants must have an adjusted 
income that is at or below the applicable low-income limit at loan approval. 
Low-income applicants have an adjusted household gross income between 50 and 
80 percent of the area median income (AMI) . Very low-income applicants have 
an adjusted household income below 50 percent of the AMI. Income used to 
calculate repayment ability must be stable and dependable. To calculate 
adjusted income, the agency includes all amounts, monetary or not, being 
received by all the household members. Only the income received by note 
signers is used to calculate repayment ability. 

Credit Criteria: Applicants must be unable to obtain market rate credit 
elsewhere, yet have reasonable credit histories. There is no minimum credit 
score requirement to qualify for a Section 502 Direct loan. In general, 
applicants must have a credit history that demonstrates both willingness and 
ability to repay debt. For applicants who do not use traditional credit, or 
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that have a limited credit history, the Agency will develop a credit history 
using non-traditional credit sources and verifications. 

Other Program Requirements: In addition to the income and credit 
requirements, applicants must also meet the following general criteria: 
o Meet citizenship or eligible noncitizen requirements, 
o Agree to personally occupy the dwelling as the primary residence, 
o Have the legal capacity to incur a loan obligation. 

o Not be suspended or debarred from participation in Federal programs, 
o Must be without adequate housing. 

Property Requirements: Properties financed under the Section 502 Direct 
program must meet the following requirements: 
o Be located in a rural area. 

o Loan amount cannot exceed the area loan limit, 
o Housing must be modest in size, design, and cost. 


Mr. Kingston: In fiscal years 2010 and 2011, how much funding was made 
available for very-low and low-income loans? How much funding do you estimate 
will be available in fiscal year 2013 for very-low and low-income loans? 

Response: The information is submitted for the record. 

[The information follows:] 

Sec. 502 Direct Loans Allocations FY 2010-2013 (proposed) 


Fiscal Yr 

Appropriation 

Very Low 

Low 

2013 (proposed) 

Annual 

$261,105,600 

$391,658,400 

2011 

Annual 

447,664,800 

671,497,200 

2010 

Annual 

448,595,041 

672,892,562 

2010 

Recovery Act 

585,693,861 

715,848,053 


Mr. Kingston: How many houses do you currently have in inventory, by 
state, and what is the total estimated value of this housing? 

Response: The information is submitted for the record. 

[The information follows:] 


Real Estate Owned (REO) Property 
03-1-2012 

State 

REO 

Accounts 

Sum Appraised Values 

AK 

5 

$701,100 

AL 

38 

2,581,200 

AR 

13 

770,400 

AZ 

42 

2,988,905 

CA 

32 

3,922,500 
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Real Estate Owned (REO) Property 
03-1-2012 

State 

REO 

Accounts 

Sum Appraised Values 

VA 

64 

5,388,587 

VI 

6 

497,000 

WA 

18 

2,104,000 

WI 

54 

4,926,700 

wv 

1 

120,000 

WY 

1 

51,000 

Total 

1,279 

$109,668,562 


Mr. Kingston: What is the average household income for 502 direct 
borrowers? What is the average household income for 502 guaranteed borrowers? 

Response: The information is submitted for the record. 

[The information follows:] 


Average Adjusted Income - Sec. 502 Direct /Guaranteed Loans 

Fiscal Yr 

Sec. 502 Direct Loans 

Sec. 502 Guaranteed Loans 

2012 

$27,300 

$51,700 

2011 

27,100 

50,600 

2010 

27,400 

48,700 


SEC. 515 DIRECT RURAL RENTAL HOUSING LOANS 

Mr. Kingston: What is the current backlog, in dollar volume and number of 
new construction and repair and rehabilitation, for section 515 loans in 
fiscal years 2008 through 2011? 

Response: Rural Development funds Section 515 new Construction through an 

annual NOFA. There is no backlog or waiting list. For Section 515 new 
construction in years 2008 - 2011, the following dollar volume and number of 
loans were obligated: 2008 - $21.6 million / 23 loans; 2009 - $23.2 million / 
26 loans; 2010 - $19.2 million / 21 loans; 2011 - $18.0 million / 20 loans 

For repair and rehabilitation under the MFH Preservation and Rehabilitation 
(MPR) demonstration program, funds are provided through an annual NOFA. The 
applications that are submitted in one fiscal year are quite often funded in 
the next fiscal year. In FY 2008 the MPR program funded $54.3 million in 
loans and grants, in FY 2009 the MPR program funded $51.8 million in loans and 
grants, in FY 2010 the MPR program funded $72.6 million in loans and grants 
and in FY 2011 the MPR program funded $49.7 million. 

Mr. Kingston: What incentives does RHS offer section 515 owners to 
maintain the properties? How much did RHS spend on these incentives in fiscal 
years 2010 and 2011? Has any legislative or judicial concern been raised 
about the section 515 multi-family ’housing loan program's incentive 
regulations in the past years? 

Response: Rural Development has been authorized to provide the following 

incentives to Section 515 owners to maintain the properties in the program: 
additional rental assistance, release of excess reserves, interest credit, 
increased return on investment, and equity loans. In Fiscal Year 2010, Rural 
Development approved 14 equity loans totaling $10,607,811 and issued 
additional rental assistance totaling $5,738,536. In Fiscal Year 2011, Rural 
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Development approved 23 equity loans totaling $16 , 700 , 983 and issued 
additional rental assistance totaling $3,076,092. 

Legal concerns have been raised regarding the implementation of prepayment 
statute covering the Section 515 and Section 514 programs, including the use 
of incentives required under the. statute. In the Franconia case, the Supreme 
Court ruled that the Government could be sued for potential damages related to 
the implementation of the prepayment statute. Rural Development and the 
Department of Justice have been working on prepayment related cases for years, 
recently settling with over 700 borrowers by paying extensive damages. The 
Agency anticipates continuing efforts to reach settlement agreements by 
hundreds of additional borrowers. Housing advocates have also brought legal 
action related to assuring that the Agency follows the statutory process. 

Mr. Kingston: It is reported that it takes a substantial amount of time 
to obtain a MPR loan even after the proposal has been accepted by RHS. 

Please explain the process for approving and disbursing loan funds . How long 
does the process take and why? 

Response: The MPR program is a demonstration program that provides 
funding through the annual NOFA process. The borrower submits a pre- 
application to the agency which is reviewed for general eligibility and 
general program requirements. Once the pre-application has been reviewed, the 
agency may issue a letter to proceed inviting an application. Once a complete 
application is received, the RD state office underwrites the application. 

Quite often the received applications are incomplete and the underwriting is 
delayed until all of the information has been provided. After the proposed 
transaction is underwritten, the National Office reviews the transaction and 
presents the transaction to the MFH Loan Review Committee . Once the 
transaction has been reviewed, approved, and funding is available, the 
transaction is funded immediately. If funding is not available, the approved 
transaction will wait until funding is available. It is difficult to estimate 
how long the process takes; however if the pre-application and the application 
are complete and funding is available it may take 3 to 4 months. If the pre- 
application and application are incomplete and funding is not available it 
could take much longer. 


RENTAL ASSISTANCE PROGRAM 

Mr. Kingston: Please update the table from the fiscal year 2012 hearing 
record showing the cost of providing rental assistance payments. 

Response: The information is submitted for the record. 

[The information follows:] 


COST OF PR OVIDI NG RENTAL ASSISTANCE PAYMENTS 


Fiscal Year 

Amount of Rental 
Assistance Payments 
(Dollars in Millions) 

2008 

$886.9 

2009 

979.0 

2010 

1,019.0 

2011 

1,078.2 

2012 (estimated) 

1,100.0 


The table above represents Rental Assistance amounts paid to borrowers from 
obligated balances of current and prior year contracts. The estimated amount 
for FY 2012 is based on actual disbursements in the first six months of FY 
2012 and projected to September 30, 2012. Approximately 9 percent of all 
contracts expending funds were placed in service before FY 2000 and continue 
to pay out from previous obligations. 

Mr. Kingston: How much Section 8 rental assistance funds did HUD provide 
to rural rental programs in fiscal year 2010 and 2011? 



107 


Response: HUD's rental subsidy programs assist about 52,000 residents in 
Section 515 and Section 514 multifamily and labor housing properties. This 
assistance takes the form of either project-based or tenant Section 8 
vouchers. USDA's best estimate of the amount of this subsidy for FY 2011 is 
$15.2 million, and it anticipates a similar amount for FY 2012. 


Mr. Kingston: Is the budget request for rental assistance sufficient to 
cover all fiscal year 2012 renewals, in lieu of debt forgiveness, and new 
construction farm labor housing? 

Response: Rural Development believes that the budget request for rental 
assistance is sufficient to cover all FY 2012 renewals and new construction 
for farm labor housing direct loans (Sec. 514 and 516). 


Mr. Kingston: What is the breakdown of rental assistance in fiscal years 
2008-2012 for renewals, in lieu of debt forgiveness, and new construction farm 
labor housing? 

Response: The information is submitted for the record. 

[The information follows:] 


Fiscal 

Year 

Renewals 

New Construction 
(Section 515) 

New Construction 
(Section 514) 

Incentives 

■ 

No. 

Units 

Amount 

(Millions) 

No. 

units 

Amount 

(Millions) 

No. 

Units 

Amount 

(Millions) 

No. 

Units 

Amount 

(Millions) 



$474 

74 

$ 0.3 



m 

$4 



892 


2.2 


$3 

B 

5 


216,698 

969 


2.3 

739 

3 


6 


216,654 

946 

1BSI 

2.0 

650 

3 


3 


206,920 

509 








Mr. Kingston: Please provide the Committee a table showing the number 
and amount of pending requests by State for section 538 guaranteed loans at 
the end of fiscal year 2011. 

Response: The information is provided for the record. 

[The information follows:] 
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Number of 


ons) 

Requests 


5 

5.7 

1 

5.7 

1 

5.4 

7 

4,2 

1 

4.2 

3 

3.1 

2 

2.7 

1 

1.5 

1 

1.3 

1 

1.1 

1 

1.0 

1 

1.0 

3 

0.8 

1 

0.7 

1 

0.7 

1 

0.4 

1 

49.5 

32 


USING REPAIR FUNDS 


dollar amounts, by State, of pending 
using repair as of the end of fiscal 


2011 there were no pending requests 
lir through the Housing Preservation 
amount is greater than the amount 
:hey are willing to accept a lower 
funds are not carried over from one 


.runt Amt Requested 


$1,569,645 

42,498 
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State 

Pending 

Applications 

Est. Grant Amt Requested 

OHIO 

95 

555,465 

OKLAHOMA 

139 

739,341 

OREGON 

27 

163,593 

PENNSYLVANIA 

68 

351,628 

PUERTO RICO 

63 

378,504 

RHODE ISLAND 

2 

7,600 

SOUTH 

CAROLINA 

310 

2,129,390 

SOUTH DAKOTA 

13 

85,514 


154 

998,690 

TEXAS 

320 

2,197,440 

UTAH 

19 

124,127 

VERMONT 

21 

89,355 

VIRGIN 

ISLANDS 

6 

45,000 

VIRGINIA 

157 

1,020,657 

WASHINGTON 

40 

269,080 

WEST PAC 

72 

503,784 

WEST VIRGINIA 

43 

212,162 

WISCONSIN 

66 

350,724 

WYOMING 

11 

78,694 

Total 

5,236 

$34,459,865 



SECTION 504 HOUSING REPAIR GRANTS AND LOANS 

Mr. Kingston: Please provide a table listing by State the number and 
amount of applications obligated in fiscal years 2010 and 2011 for very low- 
income housing repair grants. 

Response: The information is submitted for the record. 

[The information follows:] 

Section 504 Housing Repair Grants 




































































































Ill 








































































































































































































































112 


Section 504 Housing Repair Grants 


FY 2010 

FY 2011 

FY 2012 (As of 3/1/12) 

State” 

Count 

Obligated 

Amount 

Count 

Obligated 

Amount 

Count 

rrvrnt 

RHODE ISLAND 

9 

50,010 

35 

164,923 

5 

27,735 

SOUTH 

CAROLINA 

128 

874,992 

144 

993,706 

54 

370,457 

SOUTH DAKOTA 

44 

243,391 

35 

187,223 

8 

51,850 

TENNESSEE 

212 

1,092,767 

199 

982,638 

140 

656,015 

TEXAS 

364 

2,397,957 

342 

2,152,533 

186 

1,234,400 

UTAH 

42 

224,644 

36 

206,705 

19 

105,384 

VERMONT 

55 

271,657 

60 

317,497 

21 

103,542 

VIRGIN 

ISLANDS 

6 

43,654 

8 

44,772 

1 

7,500 

VIRGINIA 

140 

828,186 

141 

848,305 

70 

413,594 

WASHINGTON 

55 

353,657 

63 

424, 576 

23 

114,386 

WEST PACIFIC 

25 

180,020 

9 

57,390 

19 

119,620 

WEST VIRGINIA 

136 

698,680 

126 

661,535 

33 

186,340 

WISCONSIN 

169 

890,439 

135 

727,990 

62 

343,850 

WYOMING 

16 

74,725 

27 

143,481 

5 

32,000 

TOTAL 

6,216 

$31,840,237 

5,506 

$31,244,176 

2,583 

$15,082,623 


SECTION 504 HOUSING REPAIR LOAN PENDING APPLICATIONS 


Mr. Kingston: Please provide a table showing the number and amount of 
pending requests by State for direct housing repair loans as of the end of 
fiscal year 2012? 

Response: The information is submitted for the record. 

[The information follows:] 

Section 504 Housing Repair Loans 


State 

Pending 

Appl icat ions 

Est . Loan Amt 
Requested (as of 
9/30/2011) 

ALABAMA 

191 

$2,520,245 

ALASKA 

5 

56,290 

ARIZONA 

51 

520,506 

ARKANSAS 

151 

2,024,759 

CALIFORNIA 

12 

153,276 

COLORADO 

7 

124,999 

CONNECTICUT 

4 

60,000 

DELAWARE 

1 

20,000 

FLORIDA 

208 

1,594,736 
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Section 504 Housing Repair Loans 


State 

Pending 

Applications 

Est . Loan Amt 
Requested (as of 
9/30/2011) 

GEORGIA 

262 

4,038,206 

HAWAII 

13 

95,121 

IDAHO 

13 

149,903 

ILLINOIS 

138 

952,062 

INDIANA 

48 

661,776 

IOWA 

40 

212,200 

KANSAS 

23 

266,018 

KENTUCKY 

17 9 

1,291,127 

LOUISIANA 

173 

1,788,647 

MAINE 

102 

1,724,106 

MARYLAND 

9 

100,584 

MASSACHUSETTS 

29 

355,685 

MICHIGAN 

96 

1,075,296 

MINNESOTA 

35 

474,285 

MISSISSIPPI 

212 

2,056,188 

MISSOURI 

160 

1,334,080 

MONTANA 

14 

141,694 

NEBRASKA 

28 

292,992 

NEVADA 

4 

35,424 

NEW HAMPSHIRE 

17 

178,398 

NEW JERSEY 

3 

40,002 

NEW MEXICO 

25 

206,475 

NEW YORK 

78 

838,578 

NORTH 

CAROLINA 

294 

3,141,390 


20 

341,000 

OHIO 

54 

404,136 

OKLAHOMA 

114 

1,207,602 

OREGON 

21 

162,477 

PENNSYLVANIA 

175 

729,225 

PUERTO RICO 

38 

187,074 

RHODE ISLAND 


0 

SOUTH 

CAROLINA 

252 

3,895,416 

SOUTH DAKOTA 

20 

235,960 

TENNESSEE 

96 

1,273,344 
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SECTION 504 DIRECT HOUSING REPAIR LOAN 

Mr. Kingston: Please provide a table listing by State the number and 
amount of applications obligated in fiscal years 2010, 2011 and 2012 for 
direct housing repair loans. 

Response: The information is submitted for the record. 

[The information follows:] 

Section 504 Direct Housing Repair Loan 
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Section 504 Direct Housing Repair Loan 


FY 2010 

FY 2011 


State 

Count 

Obligated Amount 

Count 

Obligated 

Amount 

Count 

Obligated 

Amount 

VERMONT 

31 

177,560 

41 

207,628 

12 

54,503 

VIRGIN ISLANDS 

2 

22,506 

1 

6,550 

0 

0 

VIRGINIA 

85 

550,731 

110 

600,662 

25 

132,905 

WASHINGTON 

39 

378,182 

35 

290,562 

8 

36,173 

WEST VIRGINIA 

149 

620,430 

125 

538,535 

11 

56,318 

WESTPAC 

21 

166,050 

11 

76,620 

24 

124,724 

WISCONSIN 

108 

616,355 

64 

331,840 

9 

54,900 

WYOMING 

2 

11,000 

0 

0 

2 

22,750 

Total 

4,626 

$25,960,630 

4,047 

$21,851,027 

1,078 

$5,852,042 


MUTUAL AND SELF-HELP PROGRAM 

Mr. Kingston: Please provide a list of funding allocated through the 
Mutual and Self-Help program by State for fiscal year 2011. 

Response: Section 523 funds are not allocated to the states. All 
obligations are completed at the National Office. Obligations for fiscal year 
2011 are as follows. The information is provided for the record: 

[The information follows:] 


Section 523 

Mutual and Self Help Housing Grants and Contracts 

FY 2011 


Number 

Amount 


Contract 

State 

Obligated 

Obligated 

Contracts 

Amount 

Alaska 

1 




Arizona 

1 

257,304 



Arkansas 

2 

444,375 



California 

6 

11,563,783 

1 

$1,111,023 

Colorado 

2 

1,625,520 



Delaware 

1 

790,000 

1 

393,600 

Florida 

1 

2,045,070 

1 

484,714 

Hawaii 

2 

1,387,004 



Idaho 

2 

808,510 



Indiana 

1 

330,000 



Kansas 

1 

317,000 



Kentucky 

2 

550,000 



Louisiana 

1 

325,500 



Michigan 

1 

299,000 



Mississippi 

1 

363,000 
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Section 523 

Mutual and Self Help Housing Grants and Contracts 



FY 2011 




Number 

Amount 


Contract 

State 

Obligated 

Obligated 

Contracts 

Amount 

Montana 

4 

2,171,341 



New Mexico 

1 

486,695 



North 

Carolina 

2 

642,288 



North Dakota 

1 

10,000 



Ohio 

1 

600,000 



Oklahoma 

1 

449,400 

1 

807,122 

Oregon 

1 

655,050 



Pennsylvania 

1 

644,380 



Puerto Rico 

1 

315,000 



South Dakota 

1 

438,806 



Texas 

2 

619,445 



Utah 

3 

1,517,250 



Washington 

2 

1,245,460 



Interagency 
Agreement 
with Dept . 
of Interior 
for Indirect 
Cost Rate 
Negotiations 



1 

106,400 

Total 

46 

$31,434,181 

5 

$2,902,859 


STATE PROGRAMS FOR SELF-HELP, VERY LOW INCOME REPAIRS 
AND LAND DEVELOPMENT 


Mr. Kingston: What States have active Self-Help programs? What States 
have programs for very low income housing repair? What States have programs 
for land development? 

Response: The following states have active Self-Help programs: 

[The information follows:] 


Alaska 

Arizona 

Arkansas 

California 

Colorado 

Delaware 

Florida 

Hawaii 

Idaho 

Illinois 

Indiana 

Kansas 

Kentucky 

Louisiana 

Maine 


Rhode Island 

Michigan 

Mississippi 

Missouri 

Montana 

Nevada 

New Mexico 

North Carolina 

North Dakota 

Ohio 

Oklahoma 
Oregon 
Pennsylvania 
Puerto Rico 
South Carolina 


South Dakota 

Tennessee 

Texas 

Utah 

Washington 
West Virginia 
Wisconsin 


The very low income housing repair program exists in every State. 
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Hawaii, Montana, Arizona, and North Carolina have programs for Sec. 523 
land development. 

Mr. Kingston: What was the number and amount of pending requests for 
farm labor housing assistance at the end of fiscal year 2011? 

Response: As of September 30, 2011, there were 5 pending requests for 
Farm Labor Housing Loans totaling $5,063,247 and 2 pending requests for Farm 
Labor Housing Grants totaling $2,294,272. 

SINGLE FAMILY CREDIT SALES 

Mr. Kingston: Provide a table for fiscal years 2008 through 2011 
showing the annual cost and the number of units sold through the credit 
sales of acquired property program. 

Response: The information is submitted for the record. 

[The information follows:] 


Single Family Credit Sales 









Amount 


Amount 


Amount 


Amount 

Non 

Program 

Credit 

6 

$320,825 i 

10 

$646,396 

25 



$710,885 

502 Low 

Income 

Credit 



31 

2,608,360 i 

53 ' 

4,902,718 ' 

43 

3,902,449 

502 Very 
Low 

Income 

Credit 








3,317,263 




1 73 

I 5,868,564 : 

1 113 


|_97 

$7,930,597 


MULTIFAMILY CREDIT SALES 

FY 

NO. 

PROJECTS 

TOTAL 

UNITS 

CREDIT 
SALE FUNDS 

2008 

8 

277 

$1,475,864 

2009 

5 

128 

1,447,951 

2010 

2 

64 

1,110,000 

2011 

4 

96 

174,600 


COMMUNITY FACILITY LOANS 

Mr. Kingston: Please provide a table listing by State the number of 
projects and funding provided for Community Facility direct and guaranteed 
loans for fiscal years 2010, 2011 and 2012. 

Response: The table below provides a listing by State of the number of 

projects and funding provided for Community Facility direct and guaranteed 
loans. The information is provided for the record. 

[The information follows:] 
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Direct and Guaranteed Loans for 
Community Facilities Projects funded FY 2010-2012 


State 

Direct 

Guarantee 

Alabama 

20 

$6,108,784 

0 

0 

Alaska 

17 

75,795,000 

2 

$10,000,000 

Arizona 

ii 

39,873,910 

8 

25,660,296 

Arkansas 

13 

26,529,000 

3 

4,000,000 

California 

26 

65,813,690 

6 

2,998,100 

Colorado 

12 

5,932,500 

1 

1,867,500 

Connecticut 

17 

65,177,220 

5 

27,027,600 

Delaware 

8 

9,171,000 

1 

500,000 

Florida 

10 

31,033,450 

3 

8,500,000 

Georgia 

52 

35,821,668 

0 

0 

Guam 

6 

28,000,000 

1 

25,000,000 

Hawaii 

14 

63,442,000 

3 

12,126,100 

Idaho 

13 

9,865,200 

5 

542,000 

Illinois 

13 

11,587,054 

5 

11,345,000 

Indiana 

11 

12,232,300 

4 

9,525,000 

Iowa 

21 

83,562,561 

7 

13,590,500 

Kansas 

26 

15,503,655 

5 

4,360,067 

Kentucky 

39 

138,996,875 

1 

20,133,406 

Louisiana 

14 

15,918,684 

2 

1,526,500 

Maine 

18 

1 ■ 1 • 

4 

5,124,800 

Maryland 

4 

I - 

1 

2,500,000 

Massachusetts 

13 

1 

6 

6,405,250 

Michigan 

42 

45,113,000 

6 

26,597,000 

Minnesota 

45 

77,351,000 

9 

38,288,000 

Mississippi 

12 

$8,542,020 

0 

0 

Missouri 

47 

99,357,015 

9 

49,485,000 

Montana 

9 

5,930,850 

3 

6,150,000 

Nebraska 

19 

45,281,700 

4 

5,695,000 

Nevada 

6 

2,904,347 

0 

0 

New Hampshire 

5 

8,749,000 

3 

2,423,000 

New Jersey 

9 

5,912,300 

1 

3,000,000 

New Mexico 

10 

11,762,682 

0 

0 

New York 

37 

37,715,700 

5 

18,300,000 

North Carolina 

147 

285,177,326 

5 

5,621,150 

North Dakota 

12 

49,269,689 

9 

27,294,173 

Ohio 

20 

21,127,000 

5 

9,900,500 

Oklahoma 

5 

9,913,117 

6 

5,800,000 
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Direct and Guaranteed Loans for 

Community Facilities Projects funded FY 2010-2012 

State 

Direct 

Guarantee 

Oregon 

1 

1,726,600 

0 

0 

Penn sy 1 van i a 

55 

104,866,160 

3 

16,200,483 

Puerto Rico 

14 

11,528,240 

1 

1,144,480 

Rhode Island 

6 

12,700,130 

0 

0 

South Carolina 

21 

63,743,300 

3 

7,100,000 

South Dakota 

40 

67,391,481 

5 

11,448,000 

Tennessee 

49 

64,740,500 

1 

1,300,000 

Texas 

40 

68,702,767 

4 

23,005,000 

Utah 

8 

31,499,700 

7 

43,359,202 

Vermont 

14 

8,059,300 

4 

4,180,700 

Virginia 

59 

23,177,950 

0 

0 

Washington 

27 

71,704,800 

4 

11,320,000 

West Virginia 

10 

9,013,070 

1 

125,000 

Wisconsin 

21 

20,366,325 

3 

3,626,500 

Wyoming 

6 

10,845,700 

0 

0 

Total 


$2,054,597,076 


$524,941,009 


COMMUNITY FACILITY LOANS AND GRANTS 

Mr. Kingston: Please provide a table showing the number and amount of 
pending requests by State for Community Facility loans and grants as of the 
end of fiscal year 2011. 

Response: The table below provides a listing by state of the number of 

pending loan and grant requests under the Community Facilities program. The 
information is provided for the record. 

[The information follows:] 


Pre-Applications and Applications as of 
SEPTEMBER 30, 2011 
Community Facilities Projects 



Community Facilities Pre-Applications 


Direct Loans 

Guaranteed Loans 

Grants 

State 

Number 

Amount 

Number 

Amount 

Number 

Amount 

ALABAMA 

1 

$157,000 



1 

$5,038 

ALASKA 

2 

25,100,000 



3 

671,183 

ARIZONA 

7 

17,086,387 



4 

534,777 

ARKANSAS 

7 

7,657, 667 

1 

725,000 

15 

582,598 

CALIFORNIA 

9 

10,933,613 

1 

1,807,497 

7 

285,374 

COLORADO 

4 

12,543,360 



6 

185,000 
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Community Facilities Applications 


Direct Loans 

Guaranteed Loans 

Grants 

State 

Number 

Amount 

Number 

Amount 

Number 

Amount 

NEW YORK 

3 

2,862,850 

1 

1,650,000 

2 

125,000 

NORTH CAROLINA 

13 

57,287,756 



11 

676,544 

NORTH DAKOTA 

2 

1,750,000 



1 

50, 000 

OHIO 

14 

4,351,137 



22 

975,637 

OKLAHOMA 

4 

345,292 



30 

2,557,097 

OREGON 







PENNSYLVANIA 

20 

13,280,279 



71 

3,551,787 

PUERTO RICO 

7 

3,992,665 



5 

453,300 

RHODE ISLAND 







SOUTH CAROLINA 

6 

7,786,480 



7-1 

628,676 

SOUTH DAKOTA 

13 

12,800,488 

1 

700,000 

5 

609,700 

TENNESSEE 

10 

21,025,950 



9 

1,167,250 

TEXAS 

34 

83,637,996 

1 

4,000,000 

52 

2,976,164 

UTAH 

1 

200,000 

1 

550,000 

5 

446,900 

VERMONT 

2 

554,000 



6 

169,400 

VIRGIN ISLANDS 







VIRGINIA 

29 

67,125,388 

1 

3,000,000 

100 

2,514,466 

WASHINGTON 

7 

27,755,400 

1 

3,000,000 

2 

16,200 

WEST VIRGINIA 

5 

14,085,700 



11 

735,850 

WESTERN PACIFIC 
(WP) 





2 

42,512 

WISCONSIN 







WYOMING 







TOTAL 

327 

$643,230,829 

15 

$71,326,123 

738 

$42,753,995 


DEFAULTS IN THE COMMUNITY FACILITY PROGRAM 


Mr. Kingston: Please explain the increase in defaults in guaranteed 
Community Facilities program? When did the defaults occur? What were the 
loans for? 

Response: The total losses for the Community Facilities (CF) guaranteed 

loan program, beginning in March, 1997 through February, 2011, are 
$70,221,093.24. The four largest losses in the history of the program totaled 
$43,218,176, or 61 percent of total losses. Three of these loans were 
obligated in 2000 and one in 2005. The four largest losses in the program 
occurred between August, 2006 and September, 2009. These loans were made for 
two golf courses and two hospitals. 

Two of these loans, totaling just over $23 million, were made by non- 
traditional lenders {i.e.: non -commercial banks, such as an investment bank). 
One of the lenders continues to service its debt, and we expect to collect an 
additional $3.5 million. These losses were attributed to golf courses and 
non-traditional lenders/ investment bankers. As a result, to protect the 
safety and soundness of the program, we strengthened our oversight and 
standards for recreational facilities and non-traditional lenders wishing to 
participate in the program. A proposed rule is in the clearance process to 
prohibit the financing of golf courses and other community type projects that 
are inherently commercial in nature and not financially supported by the 
community. 

Historically, 55 loans in which the program has experienced a loss comprise 25 
health care facilities, primarily assisted living and nursing homes; 6 
recreational facilities, the two largest losses being golf courses; 6 schools; 
5 museums; 5 child care facilities; 4 community centers; and 4 other assorted 
facilities . 


REGIONAL INNOVATION INITIATIVE 


Mr. Kingston: Please explain in detail the purpose of the Regional 
Innovation Initiative. What programs will be used? How much funding is 
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anticipated to be allocated to it? What priority setting is anticipated? How 
will the needs of remote rural areas be addressed? 

Response: The Regional Innovation Initiative is designed to support 
rural entities that are working together to grow their regional economies. In 
FY 2012, no funding was specifically allocated to proposals with regional 
approaches in the specified programs . 

The FY 2013 budget requests that up to 5 percent of budget authority may be 
allocated to proposals with regional approaches in the following programs: 
Business and Industry Guaranteed Loan - $2.8 million; Rural Business 
Enterprise Grant Program - $1.5 million; Intermediary Relending Program - 
$300,000; Rural Economic Development Grants/Loans - *; Rural Microentrepreneur 
Assistance Program - $168,000; Value Added Producer Grants - $750,000; Rural 
Energy for America Program - $229,000; Broadband, Distance Learning and 
Telemedicine - $669,000; the Water and Waste Disposal Program - $24.5 million; 
and Community Facilities Loan Program - *, and $1.1 million for grants 
portion. 

The current priorities for underserved communities will continue in all of the 
affected programs and remote areas will continue to be eligible for RD 
programs . 

♦Program does not received appropriated budget authority, but the 5 percent 
will be applied to the program level in support of the initiative. 

RURAL BUSINESS-COOPERATIVE SERVICE (RBCS) SUBSIDY RATE 

Mr. Kingston: Please provide a table that lists the subsidy rates for 
fiscal years 2008 through 2011 for all of the Rural Business -Cooperative 
Service programs. 

Response: The information is submitted for the record. 

[The information follows:] 


Formulation Subsidy Rates 
(As published in the Federal Credit Supplement) 

Program 

2008 

2009 

2010 

2011 

Intermediary Relending 

42.89 

41.85 

25.24 

38.58 

Rural Economic Development 

22.59 

20.89 ■ 

13.05 

17.91 

Microenterprise 

n/a 

34.03 ! 

21.13 

21.39 

Guaranteed Business & Industry 

4.32 

4.35 : 

5.33 

5.06 

Guaranteed Business & Industry - 
Nadbank 

7.69 

10.36 1 

7.96 

8.38 

Guaranteed Renewable Energy 

9.69 

9.69 ! 

13.64 

46.36 

Biorefinery 

n/a 

33.34 j 

35.47 

34.70 


BUSINESS AND INDUSTRY (B&I) LOANS 

Mr. Kingston: How many and what percent of the B&I loans are delinquent? 
What is the dollar amount of the total delinquency? How much is attributed to 
the direct program and the guaranteed program? 

Response: As of March 30, 2012, the total number of B&I loans that are 
delinquent is 301 or approximately 10.4 percent to the total loan portfolio 
{guaranteed loans plus direct loans) . The dollar amount of these 301 
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delinquent loans is $554,850,142. The breakdown between the direct loan 
program and the guaranteed loan programs is as follows: 

• There are 276 delinquent B&I guaranteed loans (excluding bankruptcies) , 
a delinquency rate of 7.95 percent. The amount of unpaid principal 
outstanding for these delinquent loans is $531,524,174. 

• There are 25 delinquent B&I direct loans, a delinquency rate of 40.9 
percent. The amount of unpaid principal outstanding for these 
delinquent loans is $23,325,968. 


BUSINESS AND INDUSTRY DEFAULTS 

Mr. Kingston: Did any B&I loan default in fiscal years 2008 through 2012 
to date? If so, please provide an explanation. 

Response: Some B&I loans did default in FYs 2008 through 2012 to date. 
Some of the factors contributing to defaults within the last five years 
include: an downturn in the economy or recession; cost of raw materials and 
rising energy costs; trailing effects of hurricanes and other natural 
disasters as affected regions struggle to recover; current housing downturn 
and tightening credit standards by lenders has made obtaining credit more 
difficult for entrepreneurs; and lender failures. 


Mr. Kingston: What is the total amount of guaranteed B&I loans that have 
been written off? Please update the table provided in the fiscal year 2012 
hearing record. 

Response: The total amount of guaranteed B&I loans that have been written 
off is approximately $290,839,000. Information is provided for the record. 

[The information follows:] 

BUSINESS AND INDUSTRY GUARANTEED LONA PROGRAM 
LOANS CLOSED FY 2001 - 2011 
(dollars in thousands) 


Financing 
Business and 
Industry 


FY2001 

$293 

FY2002 

988 

FY2003 

20,853 

FY2004 

44,376 

FY2005 

19,300 

FY2006 

48,103 

FY2007 

37,526 

FY2008 

17,404 

FY2009 

17,436 

FY2010 

23,131 

FY2011 

61,429 

Total 

$290,839 
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Mr. Kingston: Of the guaranteed business and industry loans that are in 
default, what type of business defaulted on the loans? What type of lender 
did the government guarantee for the loan? Is there a trend in the type of 
business or lender that is more likely to have a loan go into default? 

Response: A wide variety of business types have gone into default. The 
majority of businesses in default are labeled as “Manufacturing" businesses 
followed by “Accommodation and Food Services" businesses. These types of 
businesses have really been hit hard by the economic downturn. People are not 
traveling like they used to, and the housing downturn has negatively affected 
building and construction. Approximately 87 percent of B&I loans in default 
have a lender who is classified as a "Commercial Bank" . 

KNOW YOUR FARMER, KNOW YOUR FOOD AND RURAL DEVELOPMENT PROGRAMS 

Mr. Kingston: Please provide a list of all Rural Business Enterprise 
Grants made in fiscal year 2011 to meet the goals of the Know Your Farmer, 

Know Your Food Initiative. Include the name of the grant recipient, state, 
amount of award, term of award, and the purpose of the project. 

Response: Rural Development notes that its programs do not have a specific 

emphasis for the Know Your Farmer, Know Your Food initiative. Historically, 
the authorities governing many programs within RD have supported local food 
activities similar to the Know Your Farmer, Know Your Food initiative. 

Projects provided in response to this question reflect projects that have 
always been eligible and have traditionally been done under this program. The 
information is provided for the record. 

[The information follows:] 

Rural Business Enterprise Grant Recipients for FY 2011 


Recipient 

ST 

Amount 

Project Title 

Term 

Description 

SISKIYOU COUNTY 
EDC 

CA 

$40,000 

HARVEST 

PLANNING / EXPAND 

1 year 

Technical 
assistance for 
planning and 
expansion 

STATE CENTER CCD 

CA 

99,000 

Agribusiness 
clusters and 
Marketing 
Assistance 

1 year 

Technical 
assistance for 
rural export 
agribusiness 

NEWFARMS 

CO 

25,000 

Arkansas Valley 

Organic Growers 

( AVOG ) 

Cooperative 

1 year 

Purchase of 
refrigerated 
delivery truck 
and technical 
assistance in 
marketing and 
distribution. 

SOUTHERN 

DELAWARE TOURISM 

DE 


FARMER /CHEF 
LINKAGE PROGRAM 

1 year 

Technical 
assistance for 
locally grown/ 
produced foods 

FERNANDINA 

BEACH, CITY OF 


99,500 

DOWNTOWN COMFORT 
STATION 

1 year 

Renovation of 
city owned 
restrooms . 

NASHVILLE, CITY 

OF 


99, 500 

FARMERS MARKET 

1 year 

Farmers market 

OGLETHORPE, CITY 
OF 

GA 

99,999 

BUS. CENTER 
COMPLETION & 
EQUIP 

1 year 

The kitchen 
update in support 
of Farmers market 
activities . 

STONINGTON TOWN 

OF 

ME 

73,000 

LOBSTER INDUSTRY 
IMPROVEMENT 

1 year 

Technical 
assistance for 
lobster industry 
project 
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Rural Business Enterprise Grant Recipients for FY 2011 

Recipient 

ST 

Amount 

Project Title 

Term 

Description 

COMMUNITY 

INVOLVED IN 
SUSTAINING 

AGRICU 

MA 

19,800 

FARM PRODUCTS 
GUIDE II 

1 year 

Technical 
assistance for 
development of a 
farm products 
quide 

FIELD TO TABLE, 
INC 

MA 

25,000 

JOINT DAIRY 
PROCESSING 

1 year 

Technical 
assistance for a 
feasibility study 
for processing of 
local milk into 
yogurt and ice 
cream. 

THE AFTER 26 
PROJECT, INC. 

MI 

75,000 

RESTAURANT 

1 year 

Restaurant 
facility that 
will purchase 
locally produced 
foods as a 
priority. 

LELAND PUBLIC 
SCHOOLS 

MI 

24,915 

FARM TO SCHOOL 

1 year 

Technical 
assistance for a 
f arm-to-school 
project 

VILLAGE OF 

MCBAIN 

MI 

35,000 

FOOD HUB 

1 year 

Technical 
assistance to 
conduct a 
feasibility study 
on a food hub 

THUMB AREA 

TOURISM COUNCIL, 
INC. 

MI 

4,000 

FY 10 RBEG TA - 
FARM DINNER 

1 year 

Technical 
assistance on a 
farm- to -table 
meals project 

CITY OF GRENADA 

MS 

94,915 

MS FREIGHT CO., 
INC. 

1 year 

Refrigeration 
transportation 
business that 
will transport 
foods 

LAKE AREA 
INDUSTRIES INC. 

MO 

5,700 

GENERATOR 

1 year 

Purchase of 
generator that 
will provide 
emergency 
electricity to 
greenhouse 
growing plants 
and produce to be 
sold locally. 

PULASKI COUNTY 
SHELTERED 

WORKSHOP 

MO 

6,000.00 

GREENHOUSE 

1 year 

Pay for 

engineering fees 
for project. 

ROLLA, CITY OF 

MO 

17,000.00 

FARMER'S MARKET 

1 year 

Purchase tent for 
vendors at 
downtown farmers 
market . 

TRUMAN STATE 
UNIVERSITY 

MO 

66,890 

REFRIGERATED 

TRUCKS 

1 year 

Refrigerated 
trucks for 
farmers to use so 
that locally 
grown produce can 
be preserved 
during transport 
to local markets. 

BEARTOOTH RC&D 

MT 

20,000 

EMMAS BAKING 
COMPANY 

1 year 

Technical 
assistance to 
develop a 
marketing plan 
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Rural Business Enterprise Grant Recipients for FY 2011 

Recipient 

ST 

Amount 

Project Title 

Term 

Description 

COUNTY OF 

SULLIVAN 

NY 

186,500 

DAIRY PROCESSING 
FACILITY 

1 year 

New business for 
processing local 
milk and market 
it within 400 
mile area. 

MADISON COUNTY 

NY 

55,600 

KRIEMHILD DAIRY 
FARMS 

1 year 

New packaging of 
locally produced 
butter to allow 
greater 

distribution to 
market . 

ANGELICA, 

VILLAGE OF 

NY 

7,125 

FARMERS MARKET 
EQUIP+SIDEWALKS 

1 year 

Marketing and 
equipment for 
existing fanners 
market to enhance 
visibility and 
participation by 
local farmers and 
vendors . 

THE SURRY CO 
ECONOMIC DEV 
FOUNDATION INC 

NC 

25,000 

EQUIPMENT FOR 
PILOT MTN. PRIDE 

1 year 

Provide the 
needed washing, 
grading, and 
packaging 
services for 
local growers to 
ensure consistent 
quality. 

MARIETTA, CITY 

OF 

OH 

99,000 . 

EQUIPMENT 

PURCHASE 

1 year 

Use of equipment 
purchased will 
include support 
for a local 
farmers market. 

WAYNE COUNTY 
COMMISSIONERS 
(LOCAL ROOTS) 

OH 

99,500 

LOCAL ROOTS 
KITCHEN PROJECT 

1 year 

pngim 

WIND HOLLOW 
FOUNDATION 

OK 

99,900 

RBEG BUSINESS 

INCUBATOR 

1 year 

Small business 
incubator will 
include a 
commercial 
kitchen to be 
utilized for 
production of 
local cultural 
foods 




LATINO BUSINESS 
COMM. KITCHEN 

1 year 

Technical 
assistance for 
commercial 
kitchen creation 

GORGE GROWN FOOD 
NETWORK 

OR 


TEACHING /WORKING 
KITCHEN 2011 

1 year 

Technical 
assistance for 
developing a 
commercial 
kitchen 

COLUMBIA BLUE 
MOUNTAIN RC&D 

OR 

25,000 

VALUE 

ADD . OUTREACH 
COORDINATOR 

1 year 

Technical and 
educational 
assistance for 
Value-added 
and/or local 
foods production 

GRANT COUNTY 

OR 

15,000 

EGG, FRUIT/VEG 
PROD, & GROCERY 

1 year 

Feasibility study 
for egg, vegetable 
producer to 
expand to sell to 
local restaurants 
and groceries 
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Recipient 

ST 

Amount 

Project Title 

Term 

Description 

PORT ORFORD CITY 
OF 

OR 

15,000 

PLAN LOCAL 
PRODUCTS CO-OP 

1 year 

Feasibility and 
marketing study 
of the viability 
of a local 
products 
cooperative to 
help further the 
city's goals of 
sustainability 
and self- 
reliance. 

UMPQUA COMMUNITY 

DEVELOPMENT 

CORPORATION 

OR 

13,000 

HEALTHY LOCAL 
FOODS 

1 year 

Provide farmer 
and agro- 
entrepreneurs 
with affordable 
access 

to/ownership of 
certified food 
production 
cooperative for 
access to healthy 
locally grown 
foods . 



10,011 

BLKV FARM MKT 

1 year 

Technical 
assistance for 
Blackville 

Farmers Market 




AG KITCHEN 

1 year 

Technical 
assistance for 
business 
development 

RURAL RESOURCES, 
INC. 

TN 

85,000 

FARM & FOOD 
TRAINING CENTER 

1 year 

Land purchase and 
construction 

Total 


$1,852,505. 





Mr. Kingston: Please provide a list of all Rural Business Opportunity 
Grants made in fiscal year 2011 to meet the goals of the Know Your Farmer, 

Know Your Food Initiative. Include the name of the grant recipient, state, 
amount of award, term of award, and the purpose of the project. 

Response: Rural Development notes that its programs do not have a 

specific emphasis for the Know Your Farmer, Know Your Food initiative. 
Historically, the authorities governing many programs within RD have supported 
local food activities similar to the Know Your Farmer, Know Your Food 
initiative. Projects provided in response to this question reflect projects 
that have always been eligible and have traditionally been done under this 
program. The information is provided for the record. 

[The information follows:] 
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Rural Business Opportunity Grant Recipients for FY 2011 


Recipient 

State 

Award 

Term 

Description 

Indian Country 
Agriculture 
and Resource 
Development 
Corporation 

OK 

$72,200 

1 Year 

Rural Development funds will be 
used to provide business training 
to 20-24 Native American 
agricultural entrepreneurs. The 
training will include general 
business planning and feasibility 
assessment, risk assessment, 
marketing techniques, and 
financial planning. The goal of 
the training is to assist Native 
American agricultural producers in 
supplying meat and vegetable 
products to southwestern Oklahoma 
food deserts. 

The Wallace 
Centers of 

Iowa 

IA 

50,000 

1 Year 

Rural Development funds will be 
used to establish a program that 
will provide education, mentoring, 
support, expertise, and commercial 
space and equipment to create, 
test, process, and package a new 
food product. The services will 
be targeted toward farmers, 
entrepreneurs, gardeners, and 
individuals within a 12-county 
area in southwest Iowa who want to 
add value to their locally-grown 
crops by development a related 
food product. 

Energize 

Clinton County 

OH 

48,500 

1 Year 

Rural Development funds will be 
used to establish a technical 
training center for small business 
owners, farmers, and business 
development organizations to 
assist those organizations in 
developing Buy Local campaigns. 

TOTAL 


$170,700 




Mr. Kingston: Please provide a list of all Rural Cooperative Development 
grants made in fiscal year - 2011 to meet the goals of the Know Your Farmer, 

Know Your Food Initiative. Include names of the grant recipient, state, 
amount of award, term of award, and the purpose of the project. 

Response: Rural Development notes that its programs do not have a specific 

emphasis for the Know Your Farmer, Know Your Food initiative. Historically, 
the authorities governing many programs within RD have supported local food 
activities similar to the Know Your Farmer, Know Your Food initiative. 

Projects provided in response to this question reflect projects that have 
always been eligible and have traditionally been done under this program. The 
information is provided for the record. 


[The information follows:] 




131 


Rural Cooperative Development Grant Recipients for FY 2011 


Recipient 

State 

Award 

Term 

Description 

Federation of 

Southern 

Cooperatives 

AL 

$191,504 

1 

Year 

Grant funds will be used to 
establish a center for 
cooperative development and 
technical assistance. A 
portion of the assistance 
will be to either food co- 
ops or local food co-ops. 

Alaska 

Cooperative 

Deve lopment 
Program 

AK 

225,000 

1 

Year 

Grant funds will be used to 
establish a center for 
cooperative development and 
technical assistance. A 
portion of the assistance 
will be to either food co- 
ops or local food co-ops. 

California 

Center for 

Cooperative 

Development 

CA 

225,000 

1 

Year 

Grant funds will be used to 
establish a center for 
cooperative development and 
technical assistance. A 
portion of the assistance 
will be to either food co- 
ops or local food co-ops. 

Rocky Mountain 
Center 

CO 

225,000 

1 

Year 

Grant funds will be used to 
establish a center for 
cooperative development and 
technical assistance. A 
portion of the assistance 
will be to either food co- 
ops or local food co-ops. 

Laul ima : Hawaii 
Rural 

Cooperative 

Development 

Center 

HI 

224,860 

1 

Year 

Grant funds will be used to 
establish a center for 
cooperative development and 
technical assistance. A 
portion of the assistance 
will be to either food co- 
ops or local food co-ops. 

Indiana 

Cooperative 

Development 

Center 

IN 

225,000 

1 

Year 

Grant funds will be used to 
establish a center for 
cooperative development and 
technical assistance. A 
portion of the assistance 
will be to either food co- 
ops or local food co-ops . 

Iowa Alliance 
for Cooperative 
Business 
Development 

IA 

225,000 

1 

Year 

Grant funds will be used to 
establish a center for 
cooperative development and 
technical assistance. A 
portion of the assistance 
will be to either food co- 
ops or local food co-ops. 

Kentucky Center 
for Agriculture 
and Rural 
Development 

KY 

225, 000 

1 

Year 

Grant funds will be used to 
establish a center for 
cooperative development and 
technical assistance. A 
portion of the assistance 
will be to either food co- 
ops or local food co-ops. 
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Rural Cooperative Development Grant Recipients for FY 2011 


Recipient 

State 

Award 

Term 

Description 

Cooperative 
Development 
Institute, Inc. 

MA 

225,000 

1 

Year 

Grant funds will be used to 
establish a center for 
cooperative development and 
technical assistance. A 
portion of the assistance 
will be to either food co- 
ops or local food co-ops. 

The MSU Product 
Center for 
Agriculture and 
Natural 

Resources 

MI 

225,000 

1 

Year 

Grant funds will be used to 
establish a center for 
cooperative development and 
technical assistance. A 
portion of the assistance 
will be to either food co- 
ops or local food co-ops. 

Northcountry 
Center for 
Cooperative 
Enterprise and 
Innovation 

MN 

225,000 

1 

Year 

Grant funds will be used to 
establish a center for 
cooperative development and 
technical assistance. A 
portion of the assistance 
will be to either food co- 
ops or local food co-ops. 

Food Co-op 
Initiative 

MN 

225,000 

1 

Year 

Grant funds will be used to 
establish a center for 
cooperative development and 
technical assistance. A 
portion of the assistance 
will be to either food co- 
ops or local food co-ops. 

The Latino 

Cooperative 

Development 

Center 

MN 

225,000 

1 

Year 

Grant funds will be used to 
establish a center for 
cooperative development and 
technical assistance. A 
portion of the assistance 
will be to either food co- 
ops or local food co-ops. 

Mississippi 
Association of 
Cooperatives 

MS 

225,000 

1 

Year 

Grant funds will be used to 
establish a center for 
cooperative development and 
technical assistance. A 
portion of the assistance 
will be to either food co- 
ops or local food co-ops. 

Montana 
Cooperative 
Development 
Center, Inc. 

MT 

225,000 

1 

Year 

Grant funds will be used to 
establish a center for 
cooperative development and 
technical assistance. A 
portion of the assistance 
will be to either food co- 
ops or local food co-ops. 

Lake County 

Community 

Development 

MT 

131,812 

1 

Year 

Grant funds will be used to 
establish a center for 
cooperative development and 
technical assistance. A 
portion of the assistance 
will be to either food co- 
ops or local food co-ops. 
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Rural Cooperative Development Grant Recipients for FY 2011 


Recipient 

State 

Award 

Term 

Description 

University of 
Nebraska-Lincoln 

NE 

224,995 

1 

Year 

Grant funds will be used to 
establish a center for 
cooperative development and 
technical assistance. A 
portion of the assistance 
will be to either food co- 
ops or local food co-ops. 

Cooperative 

Development 

Center of 

Northern New 
Mexico (CODECE) 

NM 

191,504 

1 

Year 

Grant funds will be used to 
establish a center for 
cooperative development and 
technical assistance. A 
portion of the assistance 
will be to either food co- 
ops or local food co-ops. 

Capacity 

Builders Inc . 

NM 

225,000 

1 

Year 

Grant funds will be used to 
establish a center for 
cooperative development and 
technical assistance. A 
portion of the assistance 
will be to either food co- 
ops or local food co-ops. 

NCSU NC 

Market ready 
Cooperative 
Development 

Center 

NC 

225,000 

1 

Year 

Grant funds will be used to 
establish a center for 
cooperative development and 
technical assistance. A 
portion of the assistance 
will be to either food co- 
ops or local food co-ops. 

North Dakota 
Association of 
Rural Electric 
Cooperatives 



1 

Year 

Grant funds will be used to 
establish a center for 
cooperative development and 
technical assistance. A 
portion of the assistance 
will be to either food co- 
ops or local food co-ops. 

Common 

Enterprises 

Development 

Center 

ND 

225,000 

1 

Year 

Grant funds will be used to 
establish a center for 
cooperative development and 
technical assistance. A 
portion of the assistance 
will be to either food co- 
ops or local food co-ops. 

Ohio Cooperative 
Development 

Center 

OH 

224,783 

1 

Year 

Grant funds will be used to 
establish a center for 
cooperative development and 
technical assistance. A 
portion of the assistance 
will be to either food co- 
ops or local food co-ops. 

Keystone 

Development 

Center 

PA 

225,000 

1 

Year 

Grant funds will be used to 
establish a center for 
cooperative development and 
technical assistance. A 
portion of the assistance 
will be to either food co- 
ops or local food co-ops. 



134 


Rural Cooperative 

Development 

Grant 

Recipients for FY 2011 

Recipient 

State 

Award 

Term 

Description 

Value-Added 

Agriculture 

Deve 1 opmen t 

Center 

SD 

225,000 

1 

Year 

Grant funds will be used to 
establish a center for 
cooperative development and 
technical assistance. A 
portion of the assistance 
will be to either food co- 
ops or local food co-ops. 

Texas Rural 
Cooperative 

Center 

TX 

225,000 

1 

Year 

Grant funds will be used to 
establish a center for 
cooperative development and 
technical assistance. A 
portion of the assistance 
will be to either food co- 
ops or local food co-ops . 

Virginia FAIRS 

VA 

225,000 

1 

Year 

Grant funds will be used to 
establish a center for 
cooperative development and 
technical assistance. A 
portion of the assistance 
will be to either food co- 
ops or local food co-ops. 

The Cooperative 
Deve 1 opmen t 
Foundation 

VA 

225,000 

1 

Year 

Grant funds will be used to 
establish a center for 
cooperative, development and 
technical assistance. A 
portion of the assistance 
will be to either food co- 
ops or local food co-ops. 

Northwest 

Cooperative 

Development 

Center 

WA 

225,000 

1 

Year 

Grant funds will be used to 
establish a center for 
cooperative development and 
technical assistance. A 
portion of the assistance 
will be to either food co- 
ops or local food co-ops. 

Northwest 
Agriculture 
Business Center 

WA 

225,000 

1 

Year 

Grant funds will be used to 
establish a center for 
cooperative development and 
technical assistance. A 
portion of the assistance 
will be to either food co- 
ops or local food co-ops. 

Cooperative 
Development 
Services Inc 

WI 

225,000 

1 

Year 

Grant funds will be used to 
establish a center for 
cooperative development and 
technical assistance. A 
portion of the assistance 
will be to either food co- 
ops or local food co-ops. 
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Rural Cooperative 

Development 

Grant 

Recipients for FY 2011 

Recipient 

State 

Award 

Term 

Description 

Cooperative 

Network 

WI 

225,000 

1 

Year 

Grant funds will be used to 
establish a center for 
cooperative development and 
technical assistance. A 
portion of the assistance 
will be to either food co- 
ops or local food co-ops. 

TOTAL 


$7,039,458 




Mr. Kingston: Please provide a list of all Value-Added Producer Grants 
made in fiscal year 2011 to meet the goals of the Know Your Farmer, Know Your 
Food Initiative. Include names of the grant recipient, state, amount of 
award, term of award, and the purpose of the project. 

Response: Rural Development notes that its programs do not have a specific 
emphasis for the Know Your Farmer, Know Your Food initiative. Historically, 
the authorities governing many programs within RD have supported local food 
activities similar to the Know Your Farmer, Know Your Food initiative. None of 
the VAPG obligations made in Fiscal Year 2011 are related to the Know Your 
Farmer, Know Your Food initiative. 


Mr. Kingston: How many grants were made in fiscal year 2011 to meet the 
goals of the Know Your Farmer, Know Your Food Initiative? What is the total 
value of these grants? 

Response: Rural Development programs do not have a specific emphasis for 

the Know Your Farmer, Know Your Food initiative. Historically, the 
authorities governing many programs within RD have supported local food 
activities similar to the Know Your Farmer, Know Your Food initiative. 

Projects listed in response to the previous questions reflect projects that 
have always been eligible and have traditionally been done under this program. 
In FY 2011, the Rural Business Enterprise Grant, Rural Business Opportunity 
Grant, Rural Cooperative Development Grant, and Small, Socially Disadvantaged 
Producer Grant programs provided assistance to projects which shared goals 
with the Know Your Farmer, Know Your Food initiative. In total, there were 71 
projects for $9.1 million that could benefit the initiative. 


RED LOANS AND GRANTS 

Mr. Kingston: How many RUS borrowers, as of the end of FY 2011, were 
taking part in the Rural Economic Development Loan and Grant program? 

Response: For 2011, there are 208 electrical and telephone cooperatives 
participating in the Rural Economic Development Loan and Grant program. 


Mr. Kingston: Please update the table provided in the fiscal year 2012 
hearing record on Rural Economic Development Loan and Grant program to include 
FY 2011. 


Response: The information is submitted for the record. 
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[The information follows:] 


RURAL ECONOMIC DEVELOPMENT LOANS 

Fiscal Year 

Number 

of 

Projects 

Total Dollars 
Awarded 

Total Dollars 
leveraged 

2001 

66 

$22,640,567 

$145,927,010 

2002 

42 

14,966, 887 

148,374,522 

2003 

43 

14,869,939 

70,484,024 

2004 

41 

14,704,169 

49,900,970 

2005 

52 

24,302,375 

132,911,628 

2006 

46 

25,110,309 

95,246,365 

2007 

42 

26,167,000 

95,634,958 

2008 

45 

32,402,228 

145,589,831 

2009 

49 

36,171,370 

72,102,919 

2010 

38 

21,925,572 

100,780,855 

2011 

47 

29,412,012 

360,906,863 

TOTAL 

551 

$262,672,428 

$1,417,859,945 


RURAL ECONOMIC DEVELOPMENT GRANTS 

Fiscal Year 

Number 

of 

Projects 

Total Dollars 
Awarded 

Total Dollars 
leveraged 

2001 

16 

$2,956,569 

$15,195,284 

2002 

15 

2,620,000 

7,335,780 

2003 

22 

4,066,300 

15,680,690 

2004 

13 

10,786,000 

22,865,387 

2005 

31 

8,120,000 

22,704,267 

2006 

36 

10,000,000 

59,630,463 

2007 

36 

9,863,333 

66,360,527 

2008 

37 


82,346,316 

2009 

31 

9,014,156 

65,986,989 

2010 

33 

9,036,570 

78,805,423 

2011 

24 

6,557,333 

78,402,272 

TOTAL 

294 

$83,020,261 

$515,313,398 


TECHNICAL ASSISTANCE PROVIDED TO COOPERATIVES 

Mr. Kingston: Please list the number of requests for technical assistance 
and services provided to cooperatives in fiscal year 2011. 

Response: During 2011, Cooperative Programs (CP) staff in the National 
Office coupled with a cadre of cooperative specialists at the State Rural 
Development Offices serviced technical assistance projects. The National 
Office staff work on their own projects as well as coach state specialists so 
they learn more about cooperatives and business operations. The majority of 
assistance requests come from small farmer producer groups while others 
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originate from established cooperatives and a few from rural residents other 
than farmers . 

During FY 2011, CP staff in the National Office completed 10 technical 
assistance projects in Florida, Maryland, Louisiana, North Carolina and South 
Carolina These projects included the following activities and commodities: 
marketing/ supply, livestock, poultry, organic feed, fishery, local foods, bio- 
energy, and purchasing. 

Mr. Kingston: How many cooperative agreements did the RBCS enter into in 
fiscal years 2010, 2011 and 2012? What is the total value of these 
agreements? 

Response: During 2010, Rural Business-Cooperative Service (RBS) entered 
into 23 cooperative research agreements for a total of $5,303,319. This total 
included $2.8 million appropriated for ATTRA, $300,000 appropriated for 
research on the economic impact of cooperatives, $1.5 million (15 agreements) 
for the 1890 program and $250,000 for the Kansas Farm Bureau. In FY 2011, RBS 
entered into one cooperative agreement for $250,000 utilizing discretionary 
funds provided by the Under Secretary for Rural Development. Additionally, in 
FY 2012 RBS will provide $484,445 to fund an agreement which will support the 
Alternative Technology Transfer for Rural Areas (ATTRA) project. 

During 2011, Rural Business-Cooperative Service (RBS) entered into 11 
cooperative research agreements for a total of $950,000. This total included 
$750,000(10 agreements) for the 1890 program. RBS has entered into one 
cooperative agreement for $200,000 utilizing discretionary funds provided by 
the Under Secretary for Rural Development. 

To date in 2012, RBS has entered into a cooperative agreement with ATTRA which 
will serve to administer the $2,250,000 in appropriated funding. RBS has 
entered in one cooperative agreement for $70,000 utilizing funds provide by 
the Under Secretary for Rural Development. 

For FY 2010 through year-to-date 2012, RBS has entered into 36 cooperative 
agreements for a total of $8,573,319. 


Mr. Kingston: Please describe how RBCS determines success in its business 
loan and grant programs. Does the agency follow up on projects that received 
awards? Has it conducted a long-term assessment of the success rates of the 
programs? How is this information used to inform future notices of funding 
availability or adjust existing program? 

Response: The primary performance metrics for Rural Business-Cooperative 

Service (RBS) programs are the number of jobs created or saved and the number 
of businesses assisted. The agency records and tracks this information via an 
internal data management system. To the extent possible, RBS attempts to 
collect success and impact information through project summaries obtained upon 
the completion of a project and follow-up with grant recipients even after 
they are no longer required to report. RBS routinely reviews program awards 
and works to maintain communication with internal and external customers to 
receive feedback on program performance and incorporate changes when necessary 
and possible. RBS has worked and continues to work with external and internal 
partners to evaluate and measure the success existing programs are having in 
meeting Mission Area and Departmental goals. 

BIOENERGY FOR ADVANCED BIOFUELS 

Mr. Kingston: The Bioenergy Program for Advanced Biofuels was created in 
the 2008 farm bill to support and ensure an expanding production of advanced 
biofuels by providing payments to eligible advanced biofuels producers in 
rural areas. If corn ethanol specifically is named as an ineligible 
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feedstock, please explain why several corn ethanol facilities are listed as 
recipients of program funding from January 2011. 

Response: Each of the corn ethanol facilities listed as a recipient uses 
another feedstock (e.g., sorghum, milo) that is eligible in accordance with 
the definition of advanced biofuel. Where a producer uses both an ineligible 
feedstock (i.e., corn kernel starch) and an eligible feedstock (e.g., 
sorghum) , the agency pays only on the advanced biofuel produced from the 
eligible feedstock {e.g., sorghum), based on the percentage of eligible 
feedstock used to produce the advanced biofuel. Thus, the program is only 
paying for that portion of advanced biofuel produced from eligible feedstocks 
and is not paying for that portion of biofuel produced from corn kernel 
starch, which is specifically named as an ineligible feedstock. To ensure the 
program is only paying for advanced biofuels produced from an eligible 
feedstock, each producer must provide supporting documentation with the 
request for funds. 

RURAL UTILITIES SERVICE (RUS) SUBSIDY RATES 

Mr. Kingston: Please provide a table that lists the subsidy rates for the 
fiscal years 2008 through 2011 for all of the RUS programs. Explain the 
reason for any significant changes in the subsidy rate over that time period. 

Response: The information is submitted for the record. 


[The information follows:] 


Formulation Subsidy Rates 
(As published in the Federal Credit Supplement) 

Program 

2008 

2009 

2010 

2011 

Water and Waste Disp. Loans 

14.20 

14.62 

7.54 

8.58 

Distance Learning & 

Telemedicine 

2.14 

2.46 

2.78 

1.47 

Broadband (Treasury) 

2.15 

3.90 

7.24 

5.58 

Electric Hardship 

0.12 

-2.38 

-27.73 

-7.38 

FFB Electric 

-0.70 

-2.28 

-0.47 

-4.43 

FFB Electric Guaranteed 
Underwriting 

0.09 

0.10 

-1.85 

0.14 

Telecom. Hardship 

0.08 

-1.76 

-18.59 

-7.37 

FFB Telecommunications 

0.62 

-0.94 

-0.65 

-4.65 

Telecom. Treasury 

0.67 

0.21 

-0.43 

-0.32 

Guaranteed Water and Waste 
Disposal 

-0.82 

-0.82 

-0.82 

-0.85 


Rate Change Explanation 2009-2010 

Electric Hardship - Change in rate is primarily due to discount rate. 
In addition, it is due a decrease in prepayment from prior year. 

Telecommunication Hardship - Change in subsidy rate is due to the 
input curves . In previous years the curves were spread out based on 
the loan term. For the 2010 formulation the new model requires that 

all available data be used for the input curves. 

Water and Waste Loans - Change in subsidy rate is due primarily to 
the discount rate in 2010. In addition, it is due to a decrease in 
defaults from prior year. A new model was used which includes a 
change in the calculation of the default curve. 
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Rate Change Explanation 2010-2011 

Water and Waste Disp. Loans - Change in rate is due to discount rate, 
for FY 2010 the rate was 2.9004 and FY 2011 the rate is 4.4579. 
Distance Learning & Telemedicine - change in the rate is due to 
increase in interest rate spread (borrower rate-SER) from 0.20% in 
2010 to 0.30% in 2011 and due to increase in prepayments from 0.19% 
to 31.09% (year 7 - couple of borrowers paid off early, loan in this 
program tends to be large in size) , increase in principal write-off 
(year 6 - $3 million write off) , and increase in interest on late 
payments due to increased interest rate and increase in months 

delinquent (Imonth in 2010, 44 months in 2011) 

Broadband Treasury - Change in rate is due to increase in discount 
rate spread (0.12% in 2010, 0.24% in 2011) and increase in interest 
on late payments due to increase in late payment curve, increased in 
borrower rate and increase in month's delinquent (1 month in 2010, 30 
months in 2011) . The decrease in the cumulative default curve and 
increase in the prepayment curve cause slight decrease in subsidy 

rate . 

Electric Hardship - Change in the rate is due to the change in the 
discount rate increasing from 2.9126% to 4.3963%. Also, there was an 
increase in the amount of actual prepayments of principal collected. 
Electric FFB - Change in rate is due to discount rate, for FY 2010 
the rate was 2.9213% and FY 2011 the rate is 4.2827%. 

FFB Electric Guaranteed Underwriting - Change in rate is due to 
discount rate, for FY 2010 the rate was 3.0471% and FY 2011 the 
4.4359%. 

Telecom. Hardship - Change in rate is due to discount rate, for FY 
2010 the rate was 2.8692% and FY 2011 the rate is 4.0775%. Also, 
miscellaneous inflows input curve was eliminated causing slight 

increase in subsidy rate. 

Telephone FFB - Change in rate is due to increase in assumption 
curves (prepayment, capitalized interest, and miscellaneous income) 
increased by 8% over the prior year. Also, the discount rate changed 
from 3.95 65% to 2.8025% over the prior year. 


2013 BUDGET PROPOSING CONSOLIDATION OF RUS PROGRAMS 

Mr. Kingston: Please explain the proposal to consolidate RUS loans. Also, 
please describe the current differences for electric and telephone borrowers 
in municipal rate, Treasury rate, five percent hardship, guaranteed 
underwriting, and Federal Finance Bank loans. Why are the different programs 
necessary? How do these loan programs compare in terms of risk and cost to 
the taxpayer? Are there any costs associated with the change? If so, please 
explain . 

Response: Rural Utilities Service (RUS) electric borrowers have 
traditionally had various sources of financing assistance available to them, 
as each program served a different purpose; catered to a different need. The 
primary difference between the programs is the qualifying criteria and the 
interest rate for each type of financing. 

The Municipal interest rate loan program is available to all electric 
distribution borrowers and certain facilities of power supply borrowers. The 
interest rate is based on interest rates available in the municipal bond 
market for similar maturities. Borrowers are required to seek supplemental 
financing typically for 30 percent of their capital requirements under this 
program. 
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The Treasury interest rate loan program (FFB) is available to all electric 
borrowers. The interest rate is the prevailing cost of money to the 
Treasury. There is no supplemental funding requirement associated with this 
program . 

The Direct 5 percent interest rate hardship loan program is limited 
legislatively to distribution borrowers that meet certain rate disparity 
thresholds and that serve consumers below certain average per capita and 
household income thresholds. The borrowers may borrow 100 percent of their 
capital requirements from Rural Development at the fixed interest rate of 5 
percent . 

The CFC/CoBank guaranteed loan program provides government guarantees of 
commercial loans issued to electric distribution borrowers. 

The Electric programs that currently receive funding have negative subsidy 
rates. These negative subsidy rates mean that over the life of the loan, we 
anticipate the cashflow to the Government to exceed the cashflow from the 
Government. The only budget authority associated with the program is for 
administrative costs (the cost of the employees to run the program) . 

The President's 2013 budget does not propose to change the risk categories 
mentioned above, nor does it request funding for any of these risk categories. 
It does propose to add a new risk category. Electric Treasury Plus, which is 
similar to the FFB electric program but does not use the FFB in disbursing the 
loan. There is no additional cost to the taxpayers with the 2013 Budget 
proposal . 


ELECTRIC AND TELECOMM BACKLOG APPLICATIONS 


Mr. Kingston: Please update the tables provided in the fiscal year 2012 
hearing record showing the number of backlog applications and total loan 
requests by state on hand through fiscal year 2011 to date for each category 
of Electric and Telecommunications loans. 

Response: The information is submitted for the record. 

[The information follows : ] 

PENDING ELECTRIC PROGRAM FFB GUARANTED LOAN APPLICATION BY STATE 
AS OF MARCH 1, 2012 


STATE 

NUMBER OF 
APPLICATIONS 

TOTAL AMOUNT 

ARIZONA 

1 

$34,028,000 

COLORADO 

3 

380,729,000 

GEORGIA 

3 

582,800,000 

IOWA 

3 

101,711,000 

ILLINOIS 

1 

7,900,000 

KANSAS 

1 

9,670,000 

KENTUCKY 

3 

54,620,000 

MICHIGAN 

1 

24,000,000 

MINNESOTA 

2 

23,616, 000 

MISSOURI 

3 

89,140,000 
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PENDING ELECTRIC PROGRAM FFB GUARANTED LOAN APPLICATION BY 
STATE 

AS OF MARCH 1, 2012 

STATE 

NUMBER OF 
APPLICATIONS 

TOTAL AMOUNT 

MISSISSIPPI 

2 

508,186,000 


2 

42,792,000 

NORTH DAKOTA 

5 

503,217,000 

NEBRASKA 

1 

7,839,000 

NEW YORK 

1 

9,362,000 

OKLAHOMA 

1 

12,900,000 

PENNSYLVANIA 

1 

40,000,000 

SOUTH CAROLINA 

2 

64,046,000 

SOUTH DAKOTA 

2 

66,607,000 

TEXAS 

2 

195,000,000 

VIRGINIA 

1 

44,881, 000 

WASHINGTON 

1 

115,507,000 

WISCONSIN 

1 

320,027, 000 

TOTAL 

43 

$3,238,578,000 


PENDING TELECOMMUNICATIONS PROGRAM FUNDING APPLICATIONS 
(Dollars in Thousands) 


FY 2011 Demand: 

Current Available 

Estimated Demand 

Shortfall 


PL 

BA 

PL 

BA 

PL 

BA 








Infrastructure 

Loans 

$690,000 

0 

$1,000,000* 

0 

-$310,000 

0 

Broadband Loans 

735,949 

$26,126 

24,000,000* 

$1,339,200 

-23,264,052 

-$1,313,074 

Community 

Connect Grants 

14,144 

14,144 

100,000 

100,000 

-85,856 

-85,856 

DLT Grants 

16,159 

16,159 

75,000 

75,000 

-58,841 

-58,841 


*Note : The recent Federal Communications Commission (FCC) Universal Service 
Fund <USF) Reform order has created uncertainty throughout the broadband 
industry because it did not provide sufficient detail on waivers, the 
regression analysis, and impending future orders. Due to the regulatory 
uncertainty, investment in rural broadband infrastructure has been negatively 
impacted. Although RUS believes that the estimated demand for broadband 
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infrastructure funding is as shown in the chart, the actual demand for RTJS 
funding will be constrained or delayed as USF Reform is debated and resolved. 
There is no backlog at this time. 


Mr. Kingston: What is the number and dollar amount of electric loans that 
have been approved for fiscal years 2010, 2011 and 2012 to date? Please 
indicate the amounts for hardship, municipal, FFB, and guaranteed loans. 

Response: The information is submitted for the record. 

[The information follows:] 

ELECTRIC PROGRAM FY 2010 LOAN APPROVALS 


Loan Program 

Number of Loans 
Approved 

Total Dollar 
Amount Approved 

FFB GUARANTEED 

169 

$6,500,000,000 

HARDSHIP 

4 

100,000,000 

Guaranteed 

0 

0 

Total 

173 

$6,600, 000,000 


ELECTRIC PROGRAM FY 2011 LOAN APPROVALS 


Loan Program 

Number of Loans 
Approved 

Total Dollar Amount Approved 

FFB GUARANTEED 

117 

$4,233,247,000 

HARDSHIP 

5 

39,610,000 

Guaranteed 

1 

499,000,000 

Total 

28 

$4,771,857,000 


ELECTRIC PROGRAM FY 2012 LOAN APPROVALS 
(AS OF MARCH 1, 2012) 


Loan Program 

Number of Loans 
Approved 

Total Dollar Amount 
Approved 

FFB GUARANTEED 

15 

$284,499,000 

HARDSHIP 

0 

0 

Guaranteed 

0 

0 

Total 

15 

$284,499,000 


Mr. Kingston: Did you receive any requests for deferment of RUS~scheduled 
debt service payments in fiscal years 2010, 2011 and 2012 to date? If so, 
provide a list of the recipients of those deferments for last year and so far 
for this year. 

Response: The following deferments for the Electric Program are not 

deferments of debt service, but rather are part of the Energy Resource 
Conservation (ERC) program. The ERC program allows borrowers a deferment of 
principal and interest, re-amortized over 7 years, to make funds available for 
energy efficiency, conservation, renewables and demand side management 
initiatives including caulking, weather-stripping, heat pumps systems, water 
heaters, central heating and air conditioning system replacements, 
ceiling/ flooring/duct insulation, and storm and thermal windows. It is 
anticipated that all deferments will be repaid. RUS Telecommunications has two 
loans that have requested a deferral this past year: Telecommunications 
service providers Cinergy and IBEC received deferrals. 

For RUS Water and Wastewater program: 

Water and Environmental Program received one request in FY 2011 and one in FY 
2012 . 
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FY 2011 

Rural Water and Sewer District #2, Atoka County, OK: Cause by F3 tornado 
which resulted in loss of customer base. May 25, 2011. 

FY 2012 

Franklin County Water Service, AL: Cause tornado in 2011 resulted in loss of 

customer base. It is still pending Approval. 


Mr. Kingston: Please provide a description of electric utility loan write- 
downs or forgiveness in fiscal year 2011 and what is expected in fiscal year 
2012. 

Response: The Electric Program did not have any write-downs or forgiveness 
in fiscal year 2011; we do not expect any write-downs by the end of fiscal 
year 2012. 


CUSHION OF CREDIT ACCOUNT 

Mr. Kingston: Please describe how funds are generated in the guaranteed 
electric underwriting loan program to subsidize the cost of the rural economic 
development loan and grant program. How much was generated in fiscal year 
2011 and 2012 (estimated) for the program? 

Response: For the Guaranteed electric underwriting loan program, the 
borrower pays a 30 basis point guarantee fee on the outstanding guarantees 
issued under the program authority. At the current time, the guarantee fee 
generates $9,000,000 annually that can be used for Rural Economic Development 
Loans and Grants . 


WATER AND WASTEWATER LOAN PROGRAM 

Mr. Kingston: Provide a breakout by State of the application backlog as of 
the end of fiscal year 2011 for the direct and guaranteed water and wastewater 
loan program. 

Response: The information is submitted for the record. 

[The information follows:] 


WATER AND WASTE DISPOSAL APPLICATION BACKLOG AS OP 9/30/11 


State Name 

FY 

2011 

Loans 

FY 2011 
Loans 

ALABAMA 

27 

$38,581,253 

ALASKA 

0 

0 

ARIZONA 

9 

32,507,041 

ARKANSAS 

42 

44,456,580 

CALIFORNIA 

24 

70,962,926 

COLORADO 

21 

40,109,400 

CONNECTICUT 

2 

5,646,000 

DELAWARE 

2 

18,908,000 
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HATER AND HASTE DISPOSAL APPLICATION 
BACKLOG AS OF 9/30/11 

State Name 

FY 

2011 

Loans 

FY 2011 
Loans 

FLORIDA 

12 

68,694,640 

GEORGIA 

11 

44,593,906 

IDAHO 

4 

2,055,000 

ILLINOIS 

18 

44,037,000 

INDIANA 

13 

25,701,690 

IOWA 

32 

51,415,415 

KANSAS 

25 

35,350,594 

KENTUCKY 

29 

63,312,248 

LOUISIANA 

27 

69,215,419 

MAINE 

6 

7,481,000 

MARYLAND 

5 

12,787,554 

MASSACHUSETTS 

13 

31,890,225 

MICHIGAN 

27 

99,190,750 

MICRONESIA 

1 

830,000 

MINNESOTA 

46 

136,529,841 

MISSISSIPPI 

17 

10,394,406 

MISSOURI 

10 

23,656,225 

MONTANA 

4 

15,066,444 

NEBRASKA 


696,000 

NEVADA 

1 

6,062,057 

NEW HAMPSHIRE 

3 

16,264,000 

NEW JERSEY 

12 

29,826,900 

NEW MEXICO 

3 

13,817,024 

NEW YORK 

57 

110,594,650 

NORTH 

CAROLINA 


73,796,141 

NORTH DAKOTA 

6 

5,234,749 

OHIO 

6 

16,814,500 

OKLAHOMA 


75,173 , 898 

OREGON 

6 

8,238,771 

PENNSYLVANIA 

mm 

160,786,962 

SOUTH 

CAROLINA 

El 

86,990,986 

SOUTH DAKOTA 


31,134,521 

TENNESSEE 

13 

26,500,250 

TEXAS 

54 


UTAH 

4 


VERMONT 

3 

5,042,000 

VIRGINIA 

23 

49,535,500 
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WATER AND WASTE DISPOSAL APPLICATIONS APPROVED IN FY 2011 


STATE 

FY 2011 
Loans 

FY 2011 

Loans 

FY 

2011 

Grants 

FY 2011 
Grants 

FY 2011 
Totals 

ALABAMA 

20 

$27,059,007 

13 

$13,346,200 

$40,405,207 

ALASKA 

2 

1,716,000 

26 

50,501,374 

52,217,374 

ARIZONA 

3 

6,721,388 

13 

13,721,666 

20,443,054 

ARKANSAS 

19 

47,899,000 

11 

5,467,800 

53,366,800 


13 

29,113,000 

25 

17,715,426 

46,828,426 

COLORADO 

12 

9,951,300 

6 

3,901,000 

13,852,300 

CONNECTICUT 

3 

7,867,000 

6 

2,906,325 

10,773,325 

DELAWARE 

3 

7,127,000 

2 

2,246,000 

9,373,000 

FLORIDA 

10 

21,996,000 

12 

11,265,550 

33,261,550 

GEORGIA 

11 

20,565,600 

9 

15,429,740 

35,995,340 

HAWAII 

1 

2,188,000 

1 

1,513,000 

3,701,000 

IDAHO 

7 

8,962,000 

12 

4,531,775 

13,493,775 

ILLINOIS 

28 

32,516,000 

18 

$9,304,950 

41,820,950 

INDIANA 

17 

26,103,400 

6 

8,914, 000 

35,017,400 

IOWA 

19 

14,970,300 

18 

9,301,400 

24,271,700 

KANSAS 

13 

12,262,500 

11 

3,457,703 

15,720,203 

KENTUCKY 

26 

41,844,000 

30 

17,057,513 

58,901,513 

LOUISIANA 

14 

21,285,000 

12 

9,250,448 

30,535,448 

MAINE 

7 

9,284,500 

15 

5,704,100 

14,988,600 

MARYLAND 

8 

14,269,000 

12 

11,333,663 

25,602,663 

MASSACHUSETTS 

11 

8,772,000 

15 

3,053,390 

11,825,390 

MICHIGAN 

24 

55,035,000 

13 

11,328,300 


MINNESOTA 

16 

22,966,000 

18 

9,893,000 

32,859,000 

MISSISSIPPI 

27 

31,950,079 

19 

18,438,653 

50,388,732 

MISSOURI 

32 

28,362,900 

25 

9,454,520 

37,817,420 

MONTANA 

10 

7,960,200 

10 


13,751,970 

NEBRASKA 

14 

11,500,000 

11 


16,780,000 

NEVADA 

6 

8,329,681 

8 

3,198,577 

11,528,258 

NEW HAMPSHIRE 

7 

4,558,000 

10 

3,312,150 

7,870,150 

NEW JERSEY 

8 

11,355,000 

7 

5,925,100 

17,280,100 

NEW MEXICO 

8 

9,154,119 

17 

18,630,400 

27,784,519 

NEW YORK 

26 

23,789,000 

18 

17,282,400 

41,071,400 

NORTH CAROLINA 

18 

41,171,492 

17 

15,336,992 

56,508,484 

NORTH DAKOTA 

5 

2,750,300 

6 

4,215,600 

6,965,900 

OHIO 

16 

36,705,000 

13 

11,356,900 

48,061,900 

OKLAHOMA 

15 

33,334,450 

13 

30,634,311 

63,968,761 

OREGON 

3 

8,018,242 

4 

2,324,140 

10,342,382 
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WATER AND WASTE DISPOSAL APPLICATIONS APPROVED IN FY 2011 

STATE 

FY 2011 

Loans 

FY 2011 

Loans 

FY 

2011 

Grants 

FY 2011 
Grants 

FY 2011 

Totals 

PENNSYLVANIA 

13 

44,824,300 

w 

11,225,400 

56,049,700 

PUERTO RICO 

3 

9,292,000 

3 

3,305,000 

12,597,000 

RHODE ISLAND 

4 

2,131,000 

in 

1,754,000 

3,885, 000 

SOUTH CAROLINA 

19 

32,423,600 

12 

12,451,000 

44,874,600 

SOUTH DAKOTA 

18 

20,632,000 

11 

23,204,000 

43,836,000 

TENNESSEE 

28 

34,678,000 

27 

15,734,704 

50,412,704 

TEXAS 

29 

44,382,000 


28,301,100 

72,683,100 

UTAH 

5 

2,282,000 

6 

2,545,800 

4,827,800 


7 

8,945, 000 

6 

3,677,000 

12,622,000 

VIRGIN ISLANDS 

0 

0 


0 

0 

VIRGINIA 

16 

42,989,900 

11 

11,562,500 

54,552,400 

WASHINGTON 

18 

33,480,500 

5 

5,160,000 

38,640,500 

WEST VIRGINIA 

10 

15,943,400 

10 

8,263,600 

24,207,000 

WESTERN 

PACIFIC 

0 

0 

0 

0 

0 

WISCONSIN 

13 

30,378,600 

10 

6,718,530 

37,097,130 

WYOMING 

3 

871,500 

4 

1,165,000 

2,036,500 

Total 

668 

$1,032,665,258 

623 

$527,393,470 

SI, 560, 058, 728 


WATER AND WASTE DISPOSAL APPLICATIONS APPROVED IN FY 2012 
AS OF March 1, 2012 


STATE 

FY 

2012 

Loans 

FY 2012 
Loans 

FY 

2012 

Grants 

FY 2012 
Grants 

FY 2012 
Totals 

ALABAMA 

6 

$8,068,000 

3 

$4,417,920 

wmmsm 

ALASKA 

0 

0 

1 

1,897,000 


ARIZONA 

1 

2,358,000 

3 

5,267,855 


ARKANSAS 

4 

1,673 , 000 

2 

1,025,800 

2,698,800 

CALIFORNIA 

4 

5,063,000 

4 

1,628,800 

6,691,800 

COLORADO 

3 

2,511,000 

3 

1,081,200 

3,592,200 

CONNECTICUT 

1 

4,425,000 

2 

1,500,000 

5,925,000 

DELAWARE 

0 

0 

0 

0 

0 

FLORIDA 

1 

145, 000 

3 

399,800 

544,800 

GEORGIA 

2 

3,588,980 

1 

969,700 

4,558,680 

HAWAII 

0 

0 

0 

0 

0 

IDAHO 

1 


2 

512,000 

1,512,000 

ILLINOIS 

8 

7,188,000 

5 

2,134,250 

9,322,250 

INDIANA 

6 

7,028,000 

5 

7,942,375 

14,970,375 

IOWA 


5,521,000 

4 

,324,698 

9,845,698 
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WATER AND WASTE DISPOSAL APPLICATIONS APPROVED IN FY 2012 

AS OF March 1, 2012 

STATE 

FY 

2012 

Doans 

FY 2012 
Loans 

FY 

2012 

Grants 

FY 2012 
Grants 

FY 2012 
Totals 

KANSAS 

12 

9,875,800 

7 

2,859,000 

12,734,800 

KENTUCKY 

12 

17,947,000 

13 

7,400,920 

25,347,920 

LOUISIANA 

6 

15,758,200 

4 

6,110,935 

21,869,135 

MAINE 

5 

5,654,000 

5 

3,397,000 

9,051, 000 

MARYLAND 

1 

1,588,000 

1 

512,000 

2,100,000 

MASSACHUSETTS 

5 

5,595,000 

4 

1,242,500 

6,837,500 

MICHIGAN 

10 

16,912,000 

5 

4,466,000 

21,378,000 

MINNESOTA 

wm 

7,415,000 

7 

4,217,000 

11,632,000 

MISSISSIPPI 

m 

3,870,200 

9 

1,906,830 

5,777,030 

MISSOURI 

n 

12,077,000 

7 

3,943,300 

16,020,300 

MONTANA 

2 

1 KB E 1 

2 

1,629,000 

6,007,000 

NEBRASKA 

3 

■■SERB 

1 

29,000 

263,000 

NEVADA 

0 

0 

0 

0 

0 

NEW HAMPSHIRE 

1 

6,616,000 

1 



NEW JERSEY 

3 

6,033,000 

2 

E99 

7,433,000 

NEW MEXICO 

0 

0 

0 

0 

0 

NEW YORK 

7 


7 

4,060,000 

12,392,000 

NORTH CAROLINA 

5 

4,649,000 

5 

2,507,000 

7,156,000 

NORTH DAKOTA 

1 

1,107,000 

3 

2,893,000 

4,000,000 

OHIO 

3 

2,038,000 

2 

600,000 

2,638,000 

OKLAHOMA 

0 

0 

0 

0 

0 

OREGON 

0 

0 

0 

0 

0 

PENNSYLVANIA 

6 

17,842,400 

3 

6,574,400 

24,416,800 

PUERTO RICO 

0 

0 

0 

0 

0 

RHODE ISLAND 

0 

0 

0 

0 

0 

SOUTH CAROLINA 

1 

6, 000, 000 

1 

1,626,000 

7,626,000 

SOUTH DAKOTA 

3 

2,353,000 

1 

370, 000 

2,723,000 

TENNESSEE 

9 

18,569,000 

8 

4,056,750 

22,625,750 

TEXAS 

11 

22,742,400 

6 

10,795,500 

33,537,900 

UTAH 

1 

74,000 

3 

141,853 

215,853 

VERMONT 

2 

2,224,000 

2 

1,819,450 

4,043,450 

VIRGIN ISLANDS 

0 

0 

0 

0 

0 

VIRGINIA 

5 


5 


17,884,600 

WASHINGTON 

2 

■Him 

0 

0 

2,830,000 

WEST VIRGINIA 



6 

5,744,370 

14,600,370 

WESTERN PACIFIC 

0 

■ 

0 

0 

0 

WISCONSIN 

5 


4 

4,105, 000 

12,524,000 
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WATER AND WASTE DISPOSAL APPLICATIONS APPROVED IN FY 2012 

AS OF March 1, 2012 

STATE 

FY 

2012 

Loans 

FY 2012 
Loans 

FY 

2012 

Grants 

FY 2012 
Grants 

FY 2012 
Totals 

WYOMING 

1 

415,000 

1 

233,958 

648,958 

Total 

197 

$282,224,580 

163 

$127,852,164 

$410,076,744 


Mr. Kingston: In fiscal year 2011, what percent of water and waste 
disposal loans were used for expansion of existing systems? 

Response: The information is submitted for the record. 

[The information follows:] 

FY Loan Amount Loan Amt for Percent 

Obligated Obligated Expansion Expansion 

2010 $2,236,434,722 $585,750,405 26% 

2011 1,032,665,258 206,842,851 20% 


AVERAGE RATIOS FOR LOAN AND GRANT IN THE WATER AND WASTEWATER PROGRAM 

Mr. Kingston: Please update the table provided in the fiscal year 2012 
hearing record regarding the average loan to grant ratios for the water and 
waste program for the last five fiscal years. 

Response: The information is submitted for the record. 

[The information follows:] 


Fiscal 

Year 

Ratio 

of 

Loan 

to 

Grant 

Percent 

Loan 

Percent 

Grant 

2011 

2.7 

73% 

27% 

2010 

1.77 

64% 

36% 

2009 

1.71 

63% 

37% 

2008 

2.33 

70% 

30% 

2007 

2.33 

70% 

30% 


CIRCUIT RIDERS 

Mr. Kingston: Please provide the number and amount of circuit riders 
obligated in fiscal years 2008 through 2012 by State. 

Response: The information is submitted for the record. 

[The information follows:] 
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Regular Circuit Rider Contract 

ARRA Circuit Rider 
Contract 

FY 2008 

FY 2009 

FY 2010 

FY 2011 

FY 2012 

FY 2009 

FY 2010 

$13,654 

$13,593 

$14,336 

$14,395 

$16, 093 

$4,100 

$10,180 








152 



































































154 


TECHNICAL ASSISTANCE AND TRAINING GRANTS 

APPLICANT 

STATE 

FY08 

FY09 

FY10 

FYll 

MO IncuTech 
Foundation dba 
MO Enterprises 

MO 


80,000 



SE Technical 

Assistance 

Service 

MO 



56,000 


National 

Tribal 

Env i ronmen t a 1 
Council 

NM 

794,400 

850,000 

800,000 

798,400 

Native 

American Water 
Association 

NV 

274,200 

280,000 

280,000 

100,000 


NY 




198,200 

National Rural 
Water 

Association 

OK 

10,300,000 

10,600,000 

10,500,000 

9,800,000 

South Carolina 

Manufacturing 

Extension 

Partnership 

SC 




215,400 

West Virginia 

University 

(NDWC) 

WV 

986,100 

1,007,828 

787,479 

780,000 

Total 


$18,370,500 

$18,842,828 

$19,500,000 

$19,553,897 


Fiscal Year 2012 recipients have not yet been selected. Award announcements 
are anticipated at the end of April 2012. 

EMERGENCY COMMUNITY WATER ASSISTANCE GRANTS 

Mr. Kingston: Please provide a table showing emergency community water 
assistance grants made in fiscal years 2008 through 2012 by State. 

Response: The information is submitted for the record. 

[The information follows:] 

EMERGENCY COMMUNITY WATER ASSISTANCE GRANTS 


State 

FY 2008 

FY 2009 

FY 2010 

FY 2011 

FY 2012 

ALABAMA 

0 

$54,600 

$135,000 

0 

0 

CALIFORNIA 

$150,000 

0 

0 

0 

0 

IDAHO 

650,000 

15,000 

0 

$631,000 

0 

ILLINOIS 

334,400 

0 

493,000 

0 

$150,000 

KENTUCKY 

500,000 

0 

0 

0 

0 

MISSOURI 

150,000 

574,000 

1,089,085 

103,500 

0 

MONTANA 

500,000 

0 

0 

0 

0 
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EMERGENCY COMMUNITY WATER ASSISTANCE GRANTS 

State 

FY 2008 

FY 2009 

FY 2010 

FY 2011 

FY 2012 

NEBRASKA 

1,730,000 

1,177,000 

264,000 

0 

0 

NEVADA 

0 

500,000 

0 

0 

0 

NEW MEXICO 

500,000 

0 

0 

0 

0 

NEW YORK 

240,000 

0 

0 

0 

0 

OKLAHOMA 

464,000 

500,000 

76,500 

149,450 

0 

OREGON 

0 

126,000 

0 

0 

0 

TENNESSEE 

1,107,700 

925,000 

500,000 

500,000 

0 

TEXAS 

0 

85,000 

0 

0 

500,000 

WASHINGTON 

506,000 

583,000 

0 

0 

0 

WEST VIRGINIA 

0 

0 

90,900 

0 

0 

Total 

$6,832,100 

$4,539,600 

$2,648,485 

$1,383,950 

$650,000 


Mr. Kingston: What is the status of the water and wastewater revolving 
fund? Were funds obligated in fiscal years 2010, 2011 and 2012? 

Response: Since the beginning of the revolving fund program in FY 2004, 
$3,956,166 has been obligated. In FY 2011 a total of $496,000 was obligated 
under this program and $497,000 was obligated in FY 2010. These funds, along 
with the grantee matching funds, have resulted in $4,836,020 in loans to small 
rural communities. The total allowable loan amount is limited to $100,000 or 
less. Loans are used for pre- development costs in anticipation of 
construction, short term financing of equipment replacement, small scale 
extensions, and other small capital projects that are not part of regular 
operation and maintenance activities and too small to be cost effective for 
RUS loan program. For FY 2012, $497,000 was appropriated. A Notice of Funds 
Availability will be released in April and awardees will be announced prior to 
September 30, 2012. 


BROADBAND LOAN STATUS 

Mr. Kingston: Please provide a summary of the status of the broadband loan 
program. How many projects are underway? How many are pending? What is 
total amount that has been borrowed under the program? In what states are the 
projects underway? 

Response: RUS has 74 active Farm Bill broadband loan program borrowers 

with a principal balance outstanding of approximately $500 million. The 
application cycle for the program is currently open and one application is 
pending. Due to pending Universal Service Fund (USF) reform, and the 
inability to project revenues, investment in rural broadband is less certain 
than in prior fiscal years. 

Projects are currently underway in AL, FL, GA, IN, KS, LA, MN, MO, NM, OH, OK, 
SC and SD. 


Mr. Kingston: Please provide a summary of the broadband grant (Community 
Connect) program. How many projects are underway? How many are pending? 
What is the total amount that has been awarded under the program? In what 
states are the projects underway? 
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Response: Since inception in 2002, RUS has awarded 215 Community Connect 

grants for $114,154,147 through 9/30/11. Approximately 54 projects funded 
under the grant program are underway in AS, CA, CO, IL, KY, LA, MO, MS, NM, 
NV, OK, OR, TX, VA, VT, WA and WY. This is a competitive grant program 
announced annually through a Notice of Funding Availability (NOFA) . The 
application window for FY 12 funds will be closed June 18, 2012. 
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QUESTIONS SUBMITTED BY REPRESENTATIVE JO ANN EMERSON 
Rural Development Value Added Producer Grants 

Mrs. Emerson: Value-Added Producer Grants have been successful in my 
congressional district helping producers plan and develop value-added 
agricultural opportunities. In fact, it has been stated that Missouri was 
found to have the greatest amount of success in VAPG business development 
among states. Because of the program, it has led many producers to consider 
investing in value-added agriculture. Just a few projects benefiting from the 
VAPG in my district include an oilseed crushing project, a rice mill study and 
a project to further processing of organic commodities produced on the farm. 

I know this program has been cut more than 30 percent since 2010, and I am a 
little concerned that this might not be the most prudent area to cut seeing 
that it provides a high return for rural America. 

My office was made aware there is an issue with administering the value-added 
producer grants. As I understand it, USDA took nearly two years to distribute 
VAPG awards to producers who had submitted successful proposals in 2010 and 
2011, forcing hundreds of applicants to wait in limbo. What is the reason for 

the delay? What steps have you taken to ensure that the agency can meet the 

demand for the program in a timely fashion in the future? 

Response: There was a delay in awarding the FY 2010 funds for the VAPG 

program. The delay was a result of efforts to implement 2008 Farm Bill 
changes to the program. Rural Development was able to run the program in FY 
2009 through a NOFA but could not administer subsequent programs until a new 
rule was put in place. The process of drafting and clearing the rule along 
with receiving and responding to public comments delayed publication of the 
interim rule. The timing of the rule was such that it would have created a 
situation of running virtually back-to-back programs. Consequently, a 
decision was made to avoid a potentially confusing situation and give 
applicants the maximum amount of time to prepare applications by combining the 
funding into one program rather than two separate funding opportunities. The 
Agency has looked at the announcement process along with the review and 
scoring process to identify areas that could be improved to deliver the 
program in a timely manner. 


Rural Water-Sewer Grants 

Mrs. Emerson: The budget proposes a reduction in the RUS account for 
operation and management of small water and sewer systems. What is the 
backlog of demand for this financing? What will the impact of the reduction 
in grants mean for smaller communities? 

Response: RUS is not authorized to provide funding for operation and 

management of rural systems, but is authorized to provide funding for the 
construction and enhancement of rural water and waste disposal facilities. 

The agency has approximately $3.2 billion in pending applications for funding 
to construct rural water and waste infrastructure. The decrease reflects the 
outcome of difficult choices needed to address challenging times. The 2012 
appropriations act provided $503.5 million in budget authority to support 
$730.7 million in direct loans, $62.9 million in guaranteed loans, and $432.5 
million in grants for a total program level of about $1.2 billion. We will 
use these funds to address the needs of as many rural communities as we are 
able and estimate that 2.4 million rural residents will benefit from new or 
improved water and waste infrastructure as a result. 

With regard to the impact on smaller communities. Rural Development is the 
only Federal program that is exclusively focused on rural water and waste 
infrastructure needs, working with only rural areas with populations of 10,000 
or less. In FY 2011, 82 percent of our projects funded served populations of 
5,000 or less. Forty two (42) percent of projects funded served populations 
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below 1,000. RUS's program focus will continue to be on serving the needs of 
small rural communities. 

WATER AND WASTE PERFORMANCE IN 2012 AND 2013 

Mrs. Emerson: With limited appropriations, USDA and communities have 
had to rely more on loans to finance systems. This may be a bigger problem 
for smaller communities that are less able to spread the cost of a loan. Have 
you seen any change in performance on loans as a result of the 1 imitations on 
grants? What effect has the economy had on the water-sewer loan portfolio? 

How many communities will USDA assistance with water -waste water financing in 
FY 12? How many does USDA project to serve in FY 13? 

Response: RUS has not seen a change in the performance of the portfolio 
as a result of the limitations on grants. The nearly $12 billion portfolio 
remains strong with a delinquency rate below one percent. This could be 
attributed to the current trend in RUS interest rates for the Water and Waste 
Disposal Loan Program and a change in the interest rate structure for the 
program. Since 2008, the program has offered, pursuant to 2008 Farm Bill 
changes, a revised three-tier interest rate schedule where the poverty rate is 
60% of the market rate and the intermediate rate is 80% of the market rate. 
This corrected an anomaly that existed previously wherein poverty interest 
rates were at or above market rates. This interest rate structure change, 
coupled with downward trending interest rates, has allowed smaller communities 
to afford loans where they might not have been able to before. Current rates 
as of April 1 are Market: 3.375 percent; Intermediate: 2.75 percent and 
Poverty: 2 percent. 


RUS Broadband Loan Program 

Mrs. Emerson: There have been we 11 -documented issues with broadband 
deployment through the RUS Broadband Loan Program. RUS has been criticized, 
most notably by the Inspector General's office, for making loans in areas 
where broadband service already existed. It appears that RUS still allows 
loans to be made to companies in areas where 100 percent of the households 
have access to broadband from a private provider. What efforts has the 
department made to focus the deployment of broadband on those areas that are 
"unserved", not just those areas that are "underserved"? I think it is 
critically important that we continue Rural Development Rural Broadband 
programs. It is equally important we make sure they work as intended to serve 
those areas that need it most. 

Response: Thank you for your support of our broadband programs. We 

fully agree that taxpayer resources should be targeted to areas of the 
greatest need. To accomplish this goal, the 2008 Farm Bill provides that 75 
percent of the proposed service area of an applicant must be underserved 
(meaning less than 3 broadband providers) and 25 percent must be unserved. 

RUS codified these statutory requirements in our regulations. To incentivize 
proposals offering to provide broadband to the most needy areas, processing 
priorities are provided for loans which include the highest percentage of 
unserved areas. Also, bear in mind that these statutory guidelines are 
"gating" criteria before RUS can consider a loan. If an application meets 
this "gating" criterion, it is then put through an extensive financial 
feasibility review. In cases where another broadband provider may offer 
service, the applicant must clearly document that the application would be 
financially feasible. RUS has not made a loan in an area where 100 percent of 
the proposed service area had ubiquitous high-speed broadband service. 

With regard to the Inspector General's (IG) concerns over the program, the 
subject audit was originally issued in 2005 and primarily focused on the 
definition of "rural" which was contained in the 2002 Farm Bill. Based upon 
Inspector General and RUS concerns, Congress enacted a new definition of rural 
and better defined eligible service areas in the 2008 Farm Bill. These 
statutory changes have been codified into our regulations. I am pleased to 
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report all XG concerns with the program have been fully satisfied and there 
are no outstanding audits or reports from the IG on our broadband program. 

Low Income Housing Tax Credits 

Mrs. Emerson: There are approximately 15,600 rural development financed 
apartment complexes. Most are over 30 years old, and have had no substantial 
improvements completed since then. Many now need refurbishment. The 
preservation waiting list has well over 100 properties on it, and while rural 
development's goal is to approve 1000 properties per year, for the past 5 
years they have averaged an estimated 60 properties. The hold-up is that the 
process to approve and accept or reject transfers is supposed to take an 
estimated 6 months, but in reality is taking years. How long is the waiting 
list for preservation rental assistance? How long does it take to process a 
transfer to a new owner? 

Response: The process for approving a simple transfer of a Rural 
Development multi-family property to a new owner normally does not take a 
significant amount of time. However, transfers are often part of a more 
complicated transaction that includes preservation and rehabilitation of the 
property by the new owner, either through the Multi Family Preservation and 
Revitalization (MPR) program or Low Income Housing Tax Credits or other third 
party funding. In those cases, it may take more than a year for the buyer to 
apply for the funding and be certain enough of receiving the tax credits or 
other funding to purchase the property. 

The agency maintains a waiting list for preservation rental assistance to 
provide incentives for owners to keep the property in the program when they 
have the ability to leave the program. The number of properties that are on 
the waiting list for incentive rental assistance as of September 30, 2011 was 
120 properties. 

MULTIFAMILY PRESERVATION AND REVITALIZATION PROGRAM 

Mrs. Emerson: How long does it take to implement the Multifamily 

Preservation and Revitalization-Debt (MPR) restructuring? How many have been 
completed in the 5 years of demonstration? 

Response: The Multi-Family Housing Preservation and Revitalization 

program includes a multi-step pre-application, application, underwriting and 
selection process. It is difficult to estimate how long the process takes; 
however if the pre-application and the application are complete and funding is 
available, it may take 3 to 4 months. If the pre-application and application 
are incomplete or funding is not available, it may take much longer. Quite 
often the submitted applications are incomplete and underwriting is delayed 
until all of the information has been provided. 

In FY 2007, there were 86 MPR debt restructurings, in FY 2008 there were 118 
MPR debt restructurings, in FY 2009 there were 75 debt restructurings, in FY 
2010 there were 119 debt restructurings, and in FY 2011 there were 37 debt 
restructurings . 
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QUESTIONS SUBMITTED BY REPRESENTATIVE TOM GRAVES 

RUS Broadband Loan Program 
BROADBAND INTERIM FINAL RULE 

Mr. Graves: The RUS Broadband Loan Program's new, "interim final" rules 
that were released in March 2011. These rules still allow loans to be made in 
areas that are already 100 percent served. 

Why in this fiscal environment are you spending money in areas that already 
have broadband when Congress has repeatedly told you to focus on communities 
that lack broadband? If this Program requires overbuilding to succeed, 
shouldn't the Administration be considering other, better, ways to target 
funding at areas that are most in need? 

Response: Neither the enabling statute, nor our regulations governing the 
program allow for broadband loans to be made in areas that are 100 percent 
served with ubiquitous high-speed broadband service. The 2008 Farm Bill 
allows financing in both unserved and underserved areas. These statutory 
requirements were codified in our current Broadband regulations. To help 
ensure that our loans are targeted to the most needy areas, incentives and 
processing priorities are providing for proposals that target unserved areas'. 


Mr. Graves: The new, "interim final" rules released by the RUS in March 
2011 also allow for upgrade loans, so that already existing broadband 
providers can upgrade their service. As these loans can be made in completely 
served areas, are exempted from the requirement on the number of existing 
private providers already in the proposed service area, and do not bring new 
service to any previously unserved areas, what are your thoughts on the 
appropriateness of these loans? 

Response: The subject rules codified the provisions of the 2008 Farm Bill 

which allow for upgrade loans for existing broadband providers. While 
Congress wrote and passed the subject legislation, we believe its intent was 
to provide an existing broadband provider access to capital to upgrade their 
service offerings. In this dynamic industry, technology, equipment and system 
upgrades are essential to keep pace with today's broadband needs. Many 
existing broadband providers may only be offering dial-up or other low-speed 
broadband service. This type of service is inadequate for many of today's 
broadband applications needed by schools and health care facilities, and to 
attract businesses and jobs to rural areas. Rural Development provides the 
necessary financial resources to encourage the long-term economic viability of 
rural communities . 


RUS VERSUS FCC INTEREST LENDING 

Mr. Graves: My understanding is that RUS generally loans money at or 
below the Treasury rate (around 3 percent), while the FCC uses an 11.25 rate 
of return in calculating rates and universal service support for those same 
companies . 

Doesn't that spread create a windfall for your telephone company borrowers? 
Isn't there something seriously wrong with a program that lets companies 
borrow from the government at 3%, invest that money, and then have the 
government pay an 11.25% return on the investment? 

Response: Rate of Return carriers are generally smaller local exchange 

carriers which are regulated and have their Universal Service Fund eligibility 
determined on the basis of their costs and revenues. These carriers are 
permitted to earn up to an 11.25 percent rate of return on their regulated 
interstate services. Rate of return rules only apply to regulated services. 
When total revenues and investments are considered, rural rate of return 
carriers generally make substantially lower rates of return. 
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RUS lending is generally at or above treasury rates of interest. By offering 
affordable, reliable access to capital, the RUS telecommunications and 
broadband programs seek to encourage service providers to invest in rural 
areas . The Federal USF revenues are among the many sources of revenue 
considered in making loans to rural carriers. 
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QUESTIONS SUBMITTED BY REPRESENTATIVE SAM FARR 
LOW- INCOME ELIGIBLE FOR SEC. 502 GUARANTEED PROGRAM 

Mr. Farr: The budget indicates that the low- income families currently 
eligible for the Section 502 Direct Loan program may receive loans under the 
Section 502 Guarantee program. However, a recent ERS report indicates that 
this homeownership guarantee is the worst- targeted of all rural development 
guarantee programs and does not adequately serve more-rural, less -populated 
communities with more economic distress. How does this proposal serve small, 
less -prosperous communities in California and their housing needs? 

Response: Over 30 percent of borrowers under the Section 502 Guaranteed 
loan program are of low or very low income. In the last 3 Fiscal Years (2009 
through 2011) over 118,000 low and very low income households attained 
homeownership under the Section 502 Guaranteed loan program. The Section 502 
Guaranteed loan program reaches the more-rural, less-populated communities in 
several ways. For example, the Housing Finance Agencies frequently partner 
with the agency in targeting remote rural areas. USDA Rural Development staff 
and local lenders hold "Homeownership Nights" in small town churches or 
schools located in remote rural areas. As one can see from the figures above, 
the efforts have been successful in that over 30 percent of Section 502 
Guaranteed borrowers are of the lowest income tiers . 


SECTION 523 FUNDING IN FY 2013 

Mr. Farr: I think of the Self-Help Housing program as a success and 
know there is great demand - some 50,000 families across the country are on 
waiting lists to participate in a program in which they work nights and 
weekends to build their own homes. 

In California, there are 10 Self-Help Housing organizations. Over the next 
three years, with Section 502 Direct Loans and Self-Help Housing Grants, these 
organizations project that they will produce some 1,800 units of affordable 
housing, with total development costs of $330 million, creating come 5,500 
jobs throughout rural California. 

I recently visited the Hillview Self-Help Housing development, in Hollister. 
Some 25 families had constructed three and four bedroom units with numerous 
energy efficient features, including photovoltaic systems that provide 
virtually all the electrical energy needs of each home. I was impressed by 
the quality of the units. I visited the development to attend a ceremony in 
which all the families received keys to their units. Because this is Self- 
Help Housing, the families worked together to build one another's homes, 
forming a strong community. 

In FY11 , California received $12.6 million in Self-Help Housing funds. Now, 
the FY 13 budget cuts this program by 67 percent, from $30 million to $10 
million. Please explain the basis for this reduction. 

Response: The Department does not expect the 2013 budget request 

reduction to adversely affect the overall viability or productivity of the 
Section 523 Mutual Self Help Program. The proposed $10 million for the FY 
2013 funding along with the Section 502 Direct Single Family Housing, with a 
proposed set aside of $141 million for self-help will ensure the continued 
success of the grant program. The Department believes that the Single Family 
Housing Section 502 Guaranteed loan program is more cost effective and with a 
$24 billion program level will provide more assistance in rural areas. Since 
the Self-Help housing program works in combination with the Section 502 Direct 
Loan program which is also being significantly reduced there is less need for 
Self-Help grants. 
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USDA Rural Housing Programs 
RURAL HOUSING PROGRAMS 

Mr. Farr: The FY12 bill provided a budget authority of $153 million for 
Rural Housing Direct Loans and Grants. That was a reduction from FYll's $228 
million budget authority. Now, the FY13 budget proposes a reduction of an 
additional $6 million. As a result, the program level for Rural Housing Direct 
Loans and Grants has gone from $1.4 billion in FY11 to $1,055 billion in FY12 
to a proposed FY13 level of $821 million. Are we in the midst of a phase out? 

Response: Rural Development remains committed to the support of low and 
very low-income families, through various Administration initiatives including 
but not limited to, marketing and lending to teachers in rural areas and the 
beneficiaries of the Mutual and Self-Help Grant program. The Department is 
committed to use more guarantees to reach more homeowners. At the proposed 
2013 funding level, USDA will provide funding for approximately 5,530 direct 
loans for very-low and low-income families. 

USDA also intends to continue developing partnerships with qualified nonprofit 
organizations in rural areas to deliver program funds where it is needed most. 
We recognize that families living in more rural, poorer communities have 
difficulties accessing programs and services that promote long-term wealth. 

The Department anticipates that the assistance from nonprofit groups will 
provide targeted delivery of program funds to the most economically distressed 
and lower income communities . 

In the Multi-Family Housing program, the 2013 budget proposes to transfer 
funding for new construction and substantial rehabilitation in the 515 Direct 
program to the Multi-Family Preservation and Revitalization (MPR) program. 
Rehabilitation of our existing rental housing stock through the MPR program is 
a cost effective way to rehabilitate our aging housing stock and continue to 
maintain safe and decent affordable rural rental housing throughout rural 
America. USDA intends to continue funding new multi-family construction 
through the Section 538 guaranteed program. Rural Development requested an 
additional $20 million in program authority to fund the Section 538 guaranteed 
program, and we anticipate that the 538 program will help fund new 
construction projects in lieu of 515. Historically, about half of 538 funding 
is used for new construction. 

Section 515 Rural Rental Housing 

Mr. Farr: In FY11, California received more than $3.6 million in 
Section 515 direct loans for the construction and acquisition of rural rental 
housing. Two years later, the FY13 budget proposes to eliminate Section 515 
altogether. In its place, it proposes to increase funding for the Multi-Family 
Demonstration Program to help preserve existing Section 515 properties. While 
I know that restructuring existing loans in order to maintain housing is 
important, this is almost the exact opposite of the FY12 budget proposal. 

What has changed? Is the budget now saying that California does not need to 
provide new rental housing in its rural communities? 

Response: The Section 515 portfolio continues to age, and given the 

limited budget resources available we are focusing those resources towards 
managing the quality of our portfolio. This includes maintaining the physical, 
quality of our rental properties. The 2013 budget proposes to transfer 
funding for new construction and substantial rehabilitation in the 515 Direct 
program to the Multi-Family Preservation and Revitalization (MPR) program. 
Rehabilitation of our existing rental housing stock through the MPR program is 
a cost effective way to rehabilitate our aging housing stock and continue to 
maintain safe and decent affordable rural rental housing throughout rural 
America. In addition. Section 515 new construction projects are typically 
assisted through the dedication of rental assistance to help ensure the 
viability of the project. This requires RD to make a long-term commitment to 
provide rental assistance to those properties. Thus, new construction 
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increases our need for ongoing rental assistance at the same time the overall 
Rental Assistance budget is diminishing, potentially affecting our ability to 
fund the renewal of existing contracts. 

We have requested an additional $20 million in program authority to fund the 
Section 538 guaranteed program, and we anticipate that the 538 program will 
help fund new construction projects in lieu of 515. Historically, about half 
of 538 funding is used for new construction. At that rate, the additional $20 
million would fund about $10 million in new construction, only slightly less 
than the $17 million in new construction that was funded in FY 2011 through 
the 515 program. 

SEC. 515 DIRECT AND SEC. 53 8 GUARANTEED PROGRAM 

Mr. Farr: The budget proposes to eliminate Section 515 Direct Loans in 
favor of the Section 538 Guarantee program. As with other guarantees, there 
is a question about the families and communities served by Section 538. The 
average annual income of a Section 515 resident is around of $10,000. How 
does that compare to the Section 538 program? Other guarantees have been 
criticized for financing housing in larger, higher-income communities and not 
being effective in small, poorer, more-isolated rural areas. Does Section 538 
face the same criticism? 

Response: Since Section 538 is a loan guarantee program, it does not 
maintain a database of tenant information. However, through an informal 
sample of properties, it was estimated that at least 55 percent of the units 
were rented to very low income families, 40 percent were rented to low income 
tenants, and approximately 5 percent were rented to moderate income families. 
Approximately 91 percent of the properties financed^using the Section 538 
program also have Low Income Housing Tax Credits (LIHTC) , which requires these 
properties to comply with the tenant income requirements in the LIHTC 
regulations. Approximately 94 percent of the tenants in Section 515 financed 
properties have household incomes that qualify them as very low income or low 
income families. 


USDA Rural Definition 
2012 AGRICULTURAL CENSUS IMPACT 

Mr. Farr: Under current law, in Section 520 of Che Housing Act of 1949, 
any rural community that was eligible for rural housing assistance prior to 
the 1990 Census and had a population under 25,000 is eligible for rural 
housing assistance. This so-called grandfathering provision will expire and a 
much narrower rural definition takes effect when USDA implements the 2010 
Census, now scheduled for October 1, 2012. At that time, a lower population 
limit will take effect and communities with populations between 10-20,000 that 
are located in metro areas will be excluded-even if they are rural in nature. 

According to the USDA Economic Research Service, over 50 percent of all rural 
residents live in metro counties, so expiration of the grandfather clause will 
affect a significant number of rural communities because their residents will 
no longer be able to access USDA housing assistance. 

This is particularly true in California, where the counties are very large and 
are mostly metro. I understand that an estimated 500 communities across the 
country will be excluded and more than 80 are in California. In my district 
Hollister, King City, Prunedale, and Soledad will be left out of the program. 

I would like some assistance from the Department of Agriculture in preparing 
legislative language that will maintain eligibility for any community that is 
currently eligible, regardless of population size. 

Response: We share your concerns for those rural communities that will 
be impacted by the 2010 Census. Based on the current population eligibility 
requirement, a number of communities will be determined ineligible, but many 
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more communities will become eligible. We will be happy to work with the 
Committee to ensure that our programs are providing service and assistance to 
rural America . 


Rural Water-Sewer 
RURAL WATER AND WASTE BACKLOG 

Mr. Farr: The budget proposes a reduction in Rural Water-Sewer Grants. 
What is the backlog of demand for this financing? 

Responses The information is submitted for the record. 

[The information follows:] 

WATER AND WASTE DISPOSAL APPLICATION BACKLOG AS OF 3/1/2012 


State 

Applications 

Grant Amount 

ALABAMA 

17 

$25,360,534 

ALASKA 

5 

218,000 

ARIZONA 

19 

82,417,130 

ARKANSAS 

44 

28,154,572 

CALIFORNIA 

18 

32,915,572 

COLORADO 

13 

14,590,300 

CONNECTICUT 

4 

3,062,500 

DELAWARE 

3 

2,511,000 

FLORIDA 

17 

37,012,669 

GEORGIA 

8 

13,499,992 

IDAHO 

7 

2,304,000 

ILLINOIS 

13 

11,821,450 

INDIANA 

11 

17,874,075 

IOWA 

25 

16,160,283 

KANSAS 

18 

10,478,150 

KENTUCKY 

27 

23,685,805 

LOUISIANA 

22 

22,209,799 

MAINE 

5 

4,599,000 

MARYLAND 

9 

5,413,785 

MASSACHUSETTS 

9 

7,931,375 

MICHIGAN 

12 

17,182,000 

MICRONESIA 

1 

830,000 

MINNESOTA 

41 

68,975,572 

MISSISSIPPI 

16 

4,401,219 

MISSOURI 

12 

7,837,650 

MONTANA 

10 

8,916,050 

NEBRASKA 

4 

3,997,850 
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WATER AND WASTE DISPOSAL APPLICATION BACKLOG AS OF 
3/1/2012 

State 

Applications 

Grant Amount 

NEVADA 

1 

2,020,685 

NEW HAMPSHIRE 

6 

12,303,630 

NEW JERSEY 

11 

10,083,215 

NEW MEXICO 

2 

2,337,250 

NEW YORK 

42 

28,805,430 

NORTH CAROLINA 

16 

24,346,027 

NORTH DAKOTA 

7 

3,570,666 

OHIO 

7 

9,716,186 

OKLAHOMA 

17 

27,274,959 

OREGON 

3 

1,473,400 

PENNSYLVANIA 

39 

143,434,982 

PUERTO RICO 

1 

1,500,000 

SOUTH CAROLINA 

26 

73,813,192 

SOUTH DAKOTA 

12 

14,428,420 

TENNESSEE 

9 

5,188,000 

TEXAS 

41 

60,225,323 

UTAH 

6 

14,988,423 

VERMONT 

5 

1,807,642 

VIRGINIA 

17 

29,835,100 

WASHINGTON 

9 

13,681,821 

WEST VIRGINIA 

29 

119,520,951 

WISCONSIN 

9 

13,062,000 

Total 

706 

$1,089,629,820 


WATER AND WASTE GRANTS LIMITATION 

Mr. Farr: With limited appropriations, USDA and communities have had to 
rely more on loans to finance systems. This may be a particular problem for 
smaller communities that are less able to spread the cost of a loan. Have you 
seen any change in performance on loans as a result of the limitations on 
grants? What effect has the economy had on the water-sewer loan portfolio? 

Response: RUS has not seen a change in the performance of the portfolio 

as a result of the limitations on grants. The nearly $12 billion portfolio 
remains strong with a delinquency rate below one percent. This could be 
attributed to the current trend in RUS interest rates for the Water and Waste 
Disposal Loan Program and a change in the interest rate structure for the 
program. Since 2008, the program has offered (pursuant to 2008 Farm Bill 
changes) a revised three-tier interest rate schedule where the poverty rate is 
60 percent of the market rate and the intermediate rate is 80 percent of the 
market rate. This corrected an anomaly that existed previously wherein 
poverty interest rates were at or above market rates . This interest rate 
structure change, coupled with downward trending interest rates, has allowed 



167 


smaller communities to afford loans where they might not have been able to 
before. Current rates as of March are; Market: 3.375 percent; Intermediate: 
2.75 percent and Poverty; 2 percent. 
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QUESTIONS SUBMITTED BY REPRESENTATIVE SANFORD D. BISHOP, JR. 

Broadband 

BROADBAND IN GEORGIA 

Mr. Bishop: Mr. Adelstein, we still have large numbers of Georgia 
residents living in rural communities waiting for the promised broadband 
coverage and service which is supposed to result from the grants which were 
approved in 2009 under the stimulus program. In my district, for example, 
SGRITA, a stimulus broadband grantee - - - just recently [a week ago] began to 
draw down significant funding for the first time since being approved two 
years ago! Further, it is our understanding that because of the significant 
delays in funding, longstanding agreements and contracts with suppliers, 
construction companies, and other vendors - - most of which are now one or two 
years old - - - are out of date and have to be renegotiated. But Mr. 
Adelstein, the bottom line here is that my constituents, including: 

• High school students w/no internet access other than their smart phones, 

• Farmers who are still waiting to install IT-based GPS irrigation 
systems; and, 

• Small business folks, looking for assistance to market their goods and 
services - - - 

All these folks were promised "high speed broadband internet service" and they 
have not received that service as yet! How do I answer my constituents when 
they ask me why they don't have service yet and when they should expect it? 

Response: We share your goal to get high speed broadband out to those 
rural communities covered by Broadband Initiatives Program (BIP) projects as 
quickly as possible. Many awardees were unfamiliar with environmental, Davis- 
Bacon and other federal requirements prior to the commencement of 
construction. RUS sponsored several awardees workshops and webinars to assist 
awardees. Our objective is to move projects along as quickly as possible; 
however, as stewards of the taxpayers resources, certain levels of due 
diligence are required to safeguard these funds. We are pleased that 
virtually all BIP projects are underway. If any awardees in your district has 
concerns with the processing of their award, we would be happy to sit down 
with both you and the awardees and explain the reason for any perceived delay 
and how we can work together to move the project along as quickly as possible. 

BROADBAND INITIATIVE PROGRAM UPDATE ON CONTRACTS 

Mr. Bishop: Follow-up: We're also told that, many vendors, including 
several "major" companies {Ericsson] , have begun requesting "non-standard" 
contracts from the broadband grantees, rather than the standard RUS approved 
contract. This is because of payment issues, as well as a perception of 
inflexibility and/or difficulty in dealing with RUS normal contracts. Are you 
familiar with these issues and can you tell us what RUS's plan to address 
these is and other contractual issues? 

Response: RUS standard contracts have been successfully used for over 

60 years to bring telephone and broadband service to rural areas and are 
generally viewed as the "industry-standard" contract even by non-RUS and non- 
rural entities. RUS standardized contracts were developed to protect the 
awardees and the taxpayers investments in these projects. RUS updates the 
contracts as needed and welcomes comments from the private sector. Most non- 
standard contracts often favor the individual or entity that proposes the 
contract; and not the RUS borrower or taxpayer. Non-standard contracts can 
also delay construction since they may require extensive technical, financial 
and/or legal reviews and negotiation. Due to the sheer volume of BIP projects 
moving through the system, RUS encouraged the use of standard contracts and 
gave these projects first priority. Use of standard contracts fast-tracks 
construction and getting broadband to rural consumers. 

Mr. Bishop: Follow-up: Out of all the projects approved under the 
stimulus program nationwide, how many have been completed, with 100% of the 
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funding completed and the expected broadband services up and running? How 
many are 75 percent complete? How many are 50 percent complete? Would you 
provide a list to the Subcommittee for the record? 

Response: Under the American Recovery and Reinvestment Act of 2009 

(Recovery Act) , all awardees must report progress of their awards on 
recovery.gov. This government -wide website tracks project and program 
performance on a quarterly basis and provides for both transparency and 
accountability. In addition, RUS tracks the performance of each BIP awardees 
on a much more regular basis. When interim financing is used, or projects are 
built in phases through multiple service areas, it is difficult to have one 
identifier that clearly tracks on a centralized reporting system. For 
example, a RUS project using interim financing may be 100 percent complete and 
operational; however, recovery.gov may show no funds advanced because the RUS 
pay-off of the interim loan has not been scheduled. Other projects may 
contain multiple service areas and while spend-out rates may not appear high, 
a large percentage of proposed subscribers may already be receiving service. 

Below is the latest status report for each BIP award. For the status of any 
individual project, we welcome you or your staff to visit recovery.gov, 
contact the awardees or contact RUS. The information is submitted for the 
record. 

[The information follows:] 


USDA Rural Utilities Service 

Broadband Initiative Program Project Status as of March 1, 2012 


RUS project 
ID 

Awardee Organization 



Total Award 

Const. 

Complete 

Estimated 

Const. 

Completion 

Date 

CA1110-A40 

AUDEAMUS 


Yes 


NM1104-A40 





WI11Q2-B40 

Baldwin Telecom, Inc. 


Yes 


ND1103-A40 

BEK Communications 

Cooperative 


Yes 


HI1103-B38 

Big Island Broadband/Aloha 
Broadband 


Yes 


AK1103-C40 

Copper Valley Telephone 
Cooperative Incorporated 

5,227,950 



NP1104-A39 

DCT 1 Streeter & Gackle 

2,252,250 

Yes 


OR1104-A40 

Gervais Telephone Company 

628,860 

Yes 


MN1108-A40 

Hals tad Telephone Company 

4,055,200 

Yes 


MN1108-B40 

Hals tad Telephone Company 

493,000 

Yes 


IA1112 -A40 

La Kotte Telephone Company 

375,630 

Yes 


M01105-A40 

Northeast Missouri Rural 
Telephone Company 

10,280,916 

Yes 


OK1113-A40 

Pioneer Long Distance, Inc. 

3,602,671 

Yes 
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Broadband Initiative Program Project Status as of March 1, 2012 

RUS Project 
ID 

Awardee Organization 

Total Award 

Const . 
Complete 

Estimated 
Const . 
Completion 
Date 

KS1108-A40 

South Central Wireless Inc 

1,117,621 

Yes 


AK1104-A39 

Supervision Inc. 

174,680 

Yes 


AK1102-A40 

United Utilities, Inc. 

88,140,762 

Yes 


SD1108-A40 

Venture Communications 
Cooperative 

5,229,913 

Yes 


VA1109-A39 

West Virginia PCS Alliance, 

LC 

3,268,518 

Yes 


TX1115-B39 

XIT Rural Telephone 

Cooperative, Inc. 

3,065,440 

Yes 


AK1103-A40 

Copper Valley Wireless, Inc. 

3,495,591 

yes 


MI1102-E40 

Air Advantage LLC 

64,250,000 


Q1 2015 

Mil 110 -A3 9 

Allband Communications 
Cooperative 

8,622,754 


Q3 2014 

MI1110-B39 

Allband Communications 
Cooperative 

1,107,903 


Q4 2013 

AS1101-A40 

American Samoa 
Telecommunications Authority 

91,034,763 


Q4 2014 

NV1105-A40 

Arizona Nevada Tower 
Corporation 

7,588,832 


Q1 2014 

AZ1111-B39 

Arizona Telephone Company 

4,014,808 


Q2 2013 

MN1119-A40 

Arrowhead Electric 

Cooperative Inc 

16,137,484 


Q4 2014 

MN1116-B39 

Arvig Telephone Company 

5,048,168 


Q2 2013 

NC1105-A40 

Atlantic Telephone Membership 
Corporation 

16,003,418 



OK1115-A40 

Atlink 

8,547,357 



WI1132-A39 

Badger Telecom, LLC 

4,080,773 


Q2 2013 

OH1107-A40 

Benton Ridge Telephone Co. 

3,159,066 


Q4 2012 

M01108-A40 

Big River Broadband, LLC 

24,382,055 


Q4 2013 

TN1106-A40 

Bledsoe Telephone Cooperative 
Corporation 

5,091,173 


Q1 2015 

DC1101-A40 

Bloosurf, LLC 

3,200,000 



TX1117-A40 

Blossom Telephone Company 

2,777,676 


Q2 2013 

WI1139-A39 

Blue Ridge Telephone Company 

853,768 


Q2 2013 

IA1116-A40 

Breda Telephone Corp. 

2,611,909 


Q4 2012 

NH1101-A39 

Bretton Woods Telephone 

Company, Inc. 

985,000 


Q4 2012 

GA1109-C40 

Bulldog Cable Georgia, 
Incorporated 



Q2 2014 

AL1104-A39 

Butler Telephone Company, 

Inc . 

HI 


Q1 2013 

CA1107-B40 

Calaveras Telephone Company 

4,086,976 


Q4 2013 

WI1140-A39 

Calhoun City Telephone 

Company, Inc. 

2,962,169 


Q1 2013 
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Broadband Initiative Program Project Status as of March 1, 2012 

RUS Project 
ID 

Awardee Organization 

Total Award 

Const . 
complete 

Estimated 
Const . 
Completion 
Date 

CA1115-A40 

Cal-Ore Communications, Inc. 

1,339,800 


Q4 2012 

WX1118-A39 

Camden Telephone Company Inc 

1,089,955 


Q3 2012 

WA1108-A40 

Cascade Networks , Inc . 

3,731,069 


Q4 2014 

OR1108-A40 

Cascade Utilities, Inc. 

5,197,732 


Q2 2014 

MO1111-A40 

Cass, County Of 

26,007,969 


Q2 2014 

NY1104-A40 

Castle Cable Tv 

7,168,559 


Q3 2014 

WI1133-A39 

Central State Telephone 

Company, LLC 

3,855,976 


Q2 2013 

UT1103-A40 

Central Utah Telephone, Inc. 

1,862,070 


Q4 2013 

MI1106-A39 

Chatham Telephone Company 

8,605,935 


Q3 2012 

WI1127-A40 

Chequamegon Communications 
Cooperative Inc 

31,098,184 


Q4 2013 

OR1105-A40 

City of Sandy Oregon 

749,085 


Q4 2013 

MN1109-A40 

City of Windom 

12,700,250 


Q4 2012 

IA1117-A40 

Clear Lake Independent 
Telephone Co Inc 

7,910,462 


Q2 2013 

MI 1 1 0 8 -A4 0 

Climax Telephone Company 

3,217,499 


Q3 2012 

IA1110-A39 

C-M-L Telephone Cooperative 
Association 



Q4 2012 


Coeur dAlene Tribe 



Q2 2014 

WI1119-A39 

Communication Corporation Of 
Michigan 

1,221,811 


Q3 2012 

OH1106-A40 

Consolidated Electric 
Cooperative Inc 

2,433,912 


Q2 2012 

ND1106-B40 

Consolidated Enterprises, 

Inc. 

11,564,722 


Q3 2014 

ILX104-A40 

Convergence Technologies , 

Inc . 

11,250,000 


Q3 2014 

NC1106-A40 

Country Cablevision Inc 

25,297, 000 


Q4 2013 

SC1104-A40 

County Of Orangeburg 

13,987,499 


Q4 2014 

MI1109-B40 

Crystal Automation Systems, 

Inc 

26,497,425 


Q2 2014 

IL1105-B40 

Crystal Broadband Networks 

3,546,826 


Q1 2013 

GA1107-A40 

Darien Telephone Co., Inc., 

The 

447,993 


Q4 2013 

CO1108-B39 

Delta County Tele-Comm, Inc 

1,826,979 


Q3 2013 

WI1113-A39 

Deposit Telephone Company, 

Inc . 

3,143,839 


Q4 2012 

WI1120-A39 

Eastcoast Telecom Of 

Wisconsin, LLC 

1,669,255 


Q4 2012 

IA1113-A38 

Eastlight, LLC 

3,836,926 


Q4 2014 

WA1109-A40 

EcliptixNet Broadband , Inc 

20,458,320 


Q2 2015 
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Broadband Initiative Program Project Status as of March 1, 2012 

RUS Project 
ID 

Awardee Organization 

Total Award 

Const . 
Complete 

Estimated 
Const . 
Completion 
Date 

TX1120-A40 

Electronic Corporate Pages 

Inc 

1,893,298 


Q1 2014 

IA1115-A4Q 

Ellsworth Cooperative 

Telephone Association 

5,268,696 


Q3 2013 

IA1111-A40 

F&B Communications, Inc. 

3,237,750 


Q2 2012 

MN1115-A40 

Fanners Mutual Telephone 
Company 

9,652,956 


Q2 2015 

IA1114-A40 

Fanners ' Telephone Company Of 
Riceville, Iowa, The 

18,735,853 


Q4 2013 

WI1108-A39 

Farmers Telephone Company, 

LLC , The 

1,440,570 


Q4 2012 

MN1112-A40 

Federated Telephone 

Cooperative 

1,260,578 


Q4 2013 

MN1112-B40 

Federated Telephone 

Cooperative 

2,987,274 


Q4 2013 

GA1105-A40 

Flint Cable TV, Inc. 

8,191,826 


Q1 2013 

KY1108-A40 

Foothills Rural Telephone 
Cooperative, Corporation, 

Inc. 

20,972,482 


Ql 2015 

NC1103-A40 

French Broad Electric 
Membership Corp 

1,775,692 




Grand River Mutual Telephone 
Corporation 

11,395,606 


Ql 2014 


Grand River Mutual Telephone 
Corporation 

12,363,759 


Ql 2014 

MO1106-C39 

Grand River Mutual Telephone 
Corporation 

8,970,781 


Ql 2014 





Ql 2014 

M01106-E40 

Grand River Mutual Telephone 

Corporation 

20,270,861 


Ql 2014 

WI1121-A39 

Grantland Telecom, LLC 

1,655,504 


Q4 2012 

ND1109-A40 

Griggs County Telephone Co 

22,096,041 


Q4 2014 

KS1107-A40 

H & B Communications Inc 

6,551,519 


Q4 2012 

MN1108-D40 

Hals tad Telephone Company 

6,555,000 


Q2 2012 

WV1103-A40 

Hardy Telecommunications, 

Inc . 

31,648,274 


Q3 2014 

WI1131-A39 

Hart land And St Albans 
Telephone Company 

2,009,522 


Q2 2013 

TN1104-B40 

Highland Telephone 

Cooperative, Inc. 

66,489,162 


Q4 2013 

TX1122-A40 

Hill Country Telephone 
Cooperative, Inc. 

12,234,217 


Q4 2013 

KS1111-A40 

Home Communications, Inc. 

2,004,879 


Q3 2012 

Will 2 5 -A3 9 

Home Telephone Company Inc 

416,743 


Q3 2012 

SC1103-A40 

Home Telephone Company, Inc. 

2,979,868 


Q2 20.14 
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Broadband Initiative Program Project Status as of March 1, 2012 

RUS Project 
ID 

Awardee Organization 

Total Award 

Const . 
Complete 

Estimated 
Const . 
Completion 
Date 






OH1104-C40 

Hometown Cable Company LLC 

4,627,306 


Q3 2014 

WA1102-B40 

Hood Canal Telephone Co . , 

Inc . 

3,616,000 


Q3 2013 

AZ1110-B40 

Hopi Telecommunications Inc. 

3,634,903 


Q4 2013 

IA1119-A40 

Hospers Telephone Exchange, 

Inc 

8,325,402 


Q2 2012 

OH1108-A40 

Intel liwave LLC 

2,279,596 


Q4 2014 

ND1108-A40 

Inter-Community Telephone 
Company Inc 

2,338,651 


Q4 2014 

IA1121-C39 

Iowa Telecommunications 
Services, Inc. 

12,236,836 


Q2 2014 

IA1121-B39 

Iowa Telecommunications 
Services, Inc. 

5,163,935 


Q4 2013 

KS1109-A3 9 

Iowa Tribe Of Kansas And 
Nebraska 

764,833 


Ql 2013 

MI1107-B39 

Island Telephone Company 

2,001,528 


Q1 2013 

KS1104-B40 

J.B.N. Telephone Company, Inc 

3,324,144 


Q4 2012 

AZ1112-A39 

J.C. Cullen, Inc. 

2,204,230 


Q4 2013 

WI1134-A39 

Kearsarge Telephone Company 

372,532 


Ql 2013 

FL1106-A40 

Keystone Wireless, LLC 

36,382,885 


Q4 2013 

NM1107-A40 

Kit Carson Electric Education 
Founda t i on , Inc . 



Q3 2014 

NM1108-B40 


11,856,832 


Q4 2013 


Lake, County Of 

66,369,064 


Q4 2014 

LA1101-E40 

LBH, L.L.C. 

33,385,378 


Q4 2014 

KY1106-B39 

Leslie County Telephone 

Company 

6,169,295 


Q2 2013 

NC1107-B40 

Lumbee River Electric 
Membership Corp 

19,947,739 


Ql 2015 

KS1105-A40 

Madison Telephone, LLC 

7,039,500 


Q4 2012 

WI1106-B40 

Marquette- Adams Telephone 
Cooperative, Inc. 

20,007,501 


Q3 2013 

WI1109-A39 

McDaniel Telephone Company 

1,192,951 


Ql 2013 

OK1118-B40 

Medicine Park Telephone 

Company 

404,706 


Q4 2012 

OK1118-F40 

Medicine Park Telephone 

Company 

2,658,210 


Q4 2013 

WI1135-A39 

Merrimack County Telephone 
Company 

2,021,197 


Ql 2013 

WI1129-A39 

Mid-America Telephone, Inc. 

1,143,784 


Q2 2013 

TX1119-A40 

Mid-Plains Rural Telephone 
Cooperative, Inc. 

2,809,000 


Q4 2012 
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Broadband Initiative Program Project Status as of March 1, 2012 

RUS Project 
ID 

Awardee Organization 

Total Award 

Const . 
Complete 

Estimated 

Const. 

Completion 

Date 

SD11Q1-B40 

Midstate Communications, Inc. 

9,093,728 


Q1 2012 

ID1105-C40 

Midvale Telephone Exchange, 
Incorporated 

2,146,814 


Q3 2013 

ID1105-A40 

Midvale Telephone Exchange, 
Incorporated 

1,116,412 


Q4 2012 

ID1105-B40 

Midvale Telephone Exchange, 
Incorporated 

1,269,171 


Q4 2013 

WI1112-A39 

Midway Telephone Company 

4,680,738 


Q2 2013 

KY1109-A39 

Mikrotec CATV, LLC 

829,813 


Q4 2012 

TN1105-A40 

Millington Telephone Company, 
Inc. 

3,806,622 


Q2 2015 

MN1110-A40 

Minnesota Valley Television 
Improvement Corporation 

1,125,552 


Q4 2012 

OR1102-B40 

Monroe Telephone Company 

5,654,734 


Q2 2012 

MT1104-B40 

Montana Opticom, LLC 

64,127,322 


Q4 2013 

KY1104-A40 

Mountain RTCC 

78,124,579 


Q3 2014 

FL1105-A40 

Myakka Communications , Inc . 

7,855,726 


Q2 2014 

MS1104-A40 

National Telephone Of Alabama 
Inc 

1,686,317 


Q2 2012 

MT1103-A40 

Nemont Telephone Co- 
Operative, Inc. 

25,993,900 


Q2 2015 

WI1U7-A39 

New Castle Telephone Company 

1,066,321 


Q.2 2013 

OH1113-A40 

New Era Broadband 

2,954,929 


Q1 2014 

LAI 10 6 -A3 9 

Nexus Systems, Inc. 

724,256 


Q4 2013 

AL1105-B39 

North Alabama Electric 
Cooperative 

19,100,909 




North Central Telephone 

Coopera t ive , Inc . 

49,679,709 



LA1104-A40 

Northeast Louisiana Telephone 
Company, Inc. 

12,483,600 


Q3 2013 

M01105-B40 

Northeast Missouri Rural 
Telephone Company 

7,191,620 


Q2 2013 

MN1111-A40 

Northeast Service Cooperative 

43,498,220 


Q2 2013 

AR1101-A40 

Northern Arkansas Telephone 
Company 



Q4 2013 

VA1108-A39 

NTELOS Telephone Inc. 

8,062,088 


Q2 2015 

C01107-A40 

Nunn Telephone Company 

5,172,500 


Q2 2015 

Will 42 -A3 9 

Oklahoma Communication 

Systems, Inc 

3,570,745 


Q2 2013 

WI1110-A39 

Orchard Farm Telephone Co. 

604,794 


Q4 2012 

NM11G5-A4G 

Penasco Valley Telephone 
Cooperative Inc. 

9,589,267 


Q4 2013 
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Broadband Initiative Program Project Status as of March 1, 2012 

RUS Project 
ID 

Awardee Organization 

Total Award 

Const. 

Complete 

Estimated 

Const. 

Conflation 

Date 

KY1110-A40 

Peoples Rural Telephone 
Cooperative Corp, Inc. 

25,514,182 


Q3 2013 

KS1110-A40 

People's Telecommunications 

LIiC 

7,782, 123 


Q2 2013 

WI1115-A39 

Peoples Telephone Company, 

Inc 

4,163,589 


Q2 2013 

OK1110-D40 

Pine Telephone Company, Inc. 

30,163,917 


Q2 2014 

OK111Q-A39 

Pine Telephone Company, Inc. 

9,482,316 


Q3 2013 

OK1110-F40 

Pine Telephone Company, Inc. 

9,754,430 


Q4 2013 

C01110-A40 

Plains Cooperative Telephone 
Association Inc 

11,147,200 


Q1 2014 

CA1112-A40 

Ponder osa Cablevision 

3,852,862 


Q4 2013 

WI1116-A39 

Port Byron Telephone Co Inc 

639,218 


Q4 2012 

WI1137-A39 

Potlatch Telephone Company 

2,013,722 


Q1 2013 

TX1114-B40 

PRIDE Network , Inc . 

19,121,002 


Q3 2013 

TX1114-A40 

PRIDE Network, Inc. 

44,550,100 


Q4 2013 

TX1114-C40 

PRIDE Network, Inc. 

36,198,857 


Q4 2013 

MT1102-B40 

Project Telephone Company 

3,850,687 


Q4 2012 

MT1102-A40 

Project Telephone Company 

15,549,479 


Q4 2014 

WA1106-A40 

Public Utility District 1 Of 
Okanogan County 

9,169,637 


Q3 2013 

WX1143-A39 

Quincy Telephone Company 

1,363,547 


Q2 2013 

M01104-A40 

Ralls County Electric 
Cooperative 

19,097,817 


Q2 2013 

ND1110-A40 

Red River Rural Telephone 

Assn (Inc) 

9,088,438 


Q4 2013 

WI1107-A39 

Reedsburg Utility Commission, 
Inc 

5,239,168 



NV1103-A39 

Reno -Sparks Indian Colony Inc 

400,000 


Q2 2012 

ND1105-A40 

Reservation Telephone 
Cooperative 

21,900,000 


Q2 2013 

WI1122-A39 

Riverside Telecom, LLC 

818,687 


Q3 2012 

ID1104-A40 

Rural Telephone Company 

2,429,000 


Q4 2014 

KS1103-A40 

Rural Telephone Service Co., 

Inc . 

101,201,649 


Q2 2013 

ND1107-A40 

S R T Communications Inc 

4,429,516 


Ql 2013 

NY1105-A40 

Saint Regis Mohawk Tribe 

10,562,517 


Q2 2015 

WI1111-A39 

Salem Telephone Company 

1,934,474 


Ql 2013 

AZ1109-A40 

San Carlos Apache 
Telecommunications Utility 

Inc 

10,489,170 


Q2 2013 
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Broadband Initiative Program Project Status as of March 1, 2012 

RUB Project 
ID 

Awardee Organization 

Total Award 

Const . 
Complete 

Estimated 

Const. 

Conflation 

Date 

WI1123-A39 

Scandinavia Telephone 

Company, LLC 

1,238,809 


Q4 2012 

VA1112-A40 

Scott County Telephone Co- 
Operative 

24,850,000 


Q2 2014 

IL1103-A40 

Shawnee Telephone Company 

7,352,929 


Q3 2012 

MN1117-A40 

Sjoberg’s Inc 

866,060 


Q2 2015 

NC1104-A40 

Skyline Telephone Membership 
Corporation 

28,985,294 


Q1 2013 

NY1103-B40 

Slic Network Solutions, Inc. 

27, 832,767 


Q1 2014 

NY1103-A40 

Slic Network Solutions, Inc. 

5,328,642 


Q2 2013 

CA1113-A40 

Smart erBroadband 

2,498,724 


Q2 2015 

MS1105-A39 

Smithville Telephone Company 
Inc 

7,110,886 


Q2 2013 

M01107-B40 

Socket Telecom, LLC 

23,734,482 


Q4 2013 

CA1114-A40 

Softcom Internet 

Communications Inc 

6,758,835 


Q4 2014 

ME1103-B39 

Somerset Telephone Company 

Inc 

5,840,363 


Q1 2013 

KS1106-A39 

South Central Telephone 
Association, INC 

871,200 


Q4 2012 

GA1108-A40 

South Georgia Regional 
Information Technology 
Authority 

13,327,030 


Q3 2013 

WI1114-A39 

Southeast Mississippi 

Telephone Company, Inc 

1,875,204 


Ql 2013 

NE1103-A40 

Southeast Nebraska 
Communications, Inc. 

11,285,367 


Q3 2013 

WI1141-A39 

Southeast Telephone Co. Of 
Wisconsin, LLC 

947,555 



OH1110-B40 

Southern Ohio Communication 
Services, Inc 

1,448,441 


Q3 2014 

MI1105-B40 

Southwest Michigan 
Communications 

8,331,025 


Q3 2012 

IA1122-A40 

Southwest Telephone Exchange, 
Inc . 

5,987,330 


Q 4 2012 

WV1104-A39 

Spruce Knob Seneca Rocks 
Telephone, Inc. 

8,529,310 


Q 3 2014 

Will 3 8 -A3 9 

Stockbridge & Sherwood 
Telephone Company, LLC 

1,837,421 


Q4 2012 

C01109-A40 

Stoneham Cooperative 

Telephone Corporation, The 

1,641,785 


Q3 2012 

IN1104-A40 

Sunman Telecommunications, 

Inc . 

11,389,222 


Q 2 2015 

VAl 110 - A4 0 

Sunset Digital 

Communications, Inc 

24,529,393 


Q4 2014 
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Broadband Initiative Program Project Status as of March 1, 2012 

RUS Project 
ID 

Awardee Organization 

Total Award 

Const » 
Conq?lete 

Estimated 
Const . 
Completion 
Date 

OH1111-A40 

Sycainore Telephone Company 
(Inc) 

4,149,455 


Q3 2014 

WI1126-A39 

Tennessee Telephone Company 

Inc 

5,150,691 


Q2 2013 

KY11Q5-B40 

Thacker-Grigsby Telephone 
Company, Incorporated 

7,408,474 


Q4 2013 

IA1123-A39 

The Municipal Communications 
Utility of the City of Cedar 
Falls, aka Cedar Falls 
Utilities 

873,433 


Q4 2013 

C01105-A39 

Th4 Peetz Cooperative 

Telephone CO 

1,513,850 


Q4 2013 

WI 112 8 -A3 9 

Tipton Telephone Company Inc 

1,011,971 


Q4 2012 

AZ1108-B40 

Tohono O'odham Utility 
Authority 

7,131,800 


Q3 2013 

AZ1108-C40 

Tohono O'odham Utility 
Authority 

10,307,000 


Q4 2014 

OK1111-A40 

Totah Communications, Inc. 

8,512,465 


Q2 2014 

OR1109-A40 

Trans -Cascades Telephone 
Company 

2,360,393 


Q1 2013 

WI1124-A39 

Tri-County Telephone Company 
Inc 

593,273 


■ • 

NC1110-A40 

Tri-County Telephone 

Membership Corporation 





TrioTel Communications, Inc. 

12,347,375 


Q4 2013 

TN1103-A40 

Twin Lakes Telephone 
Cooperative Corporation 

32,153,667 


Q2 2013 

MO1110-A40 

United Electric Cooperative, 

Inc 





UTELCO, LLC 

2,823,526 



TX1113-A40 

Valley Telephone Cooperative, 
Inc. 

78,614,021 


Q4 2013 

VT1103 -A40 

VTel Wireless, Inc. 

116,830,835 


Q4 2013 

OH1109-A40 

Wabash Mutual Telephone 

Company 

4,375,829 


Q3 2013 

VT1104-A40 

Waitsf ield-Fayston Telephone 

Co. , Inc. 

5,559,975 


Q4 2012 

OR1107 -A40 

Warm Springs 

Telecommunications Company 

5,445,920 


Q1 2013 

KS1112-A40 

Wave Wireless, L.L.C. 

2,476,588 


Q4 2014 

KY1107-B40 

West Kentucky Rural Telephone 
Cooperative Corporation Inc 

123,800,000 


Q2 2014 

ME1102-B39 

West Penobscot Telephone And 
Telegraph Company, The 

1,554,981 


Q4 2012 
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Broadband Initiative Program Project Status as of March 1, 2012 

RUS Project 
ID 

Awardee Organization 

Total Award 

Const. 

Complete 

Estimated 

Const. 

Completion 

Date 

TX1116-A40 

Wes -Tex Telephone 

Cooperative , Inc . 

33,783,750 


Q4 2013 

C01106-A40 

Wiggins Telephone Association 

4,328,431 


Q4 2014 

MN1113-A40 

Wikstrom Telephone Company, 
Incorporated 

7,398,600 


Q1 2013 

NC1108-A40 

Wilkes Telecommunications, 

Inc. 

21,611,000 


Q1 2014 

GA1106-A40 

Wilkes Telephone & Electric 
Company 

48, 112,541 


Q2 2014 

CO1114-A40 

Willard Telephone Company, 

The 

791,947 


Q3 2014 

AR1102-W39 

Winds tream Corporation 

855,901 


Q2 2012 

AR1102-B39 

Winds tream Corporation 

7,285,202 


Q2 2013 

AR1102-F39 

Winds tream Corporation 

5,129,575 


Q2 2013 

AR1102-G39 

Winds tream Corporation 

4,665,116 


Q2 2013 

AR1102-P39 

Windstream Corporation 

1,005,566 


Q2 2013 

AR1102-V39 

Windstream Corporation 

2,273,847 


Q2 2013 

AR1102-AD39 

Windstream Corporation 

20,497,604 


Q2 2014 

AR1102-AE39 

Windstream Corporation 

3,050,160 


Q2 2014 

AR1102-K39 

Windstream Corporation 

27,644,292 


Q2 2014 

AR1102-L39 

Windstream Corporation 

31,118,534 


Q2 2014 

AR1102-AC39 

Windstream Corporation 

2,279,598 


Q3 2014 

AR1102-AG39 

Windstream Corporation 

1,613,509 


Q4 2012 

AR1102-M39 

Windstream Corporation 

951,445 


Q4 2012 

AR1102-C39 

Windstream Corporation 

38,288,349 


Q4 2013 

AR1102-D39 

Windstream Corporation 

6,940,375 


Q4 2013 

AR1102-N39 

Windstream Corporation 

10,328,319 


Q4 2013 

IA1120-A4Q 

Winnebago Cooperative Telecom 
Association 

19,632,404 


Q4 2013 

MN1114-A40 

Woodstock Telephone Co Inc 

15,184,424 


Q2 2015 

WI1130-A39 

Wyandotte Telephone Company 

702,933 


Q1 2013 

TX1115-C39 

XIT Rural Telephone 

Cooperative, Inc. 

2,112,950 


Q2 2013 

NC1109-A40 

Yadkin Valley Telephone 
Membership Corporation, The 

21,668,232 


Q2 2015 


New broadband projects in areas already served with broadband service 

USDA INSPECTOR GENERAL REPORT ON BROADBAND 

Mr, Bishop: In 2005 and 2009, the USDA Inspector General released 
reports on the RUS Broadband Loan Program, and raised concerns regarding RUS's 
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practice of funding projects in areas where service already existed, instead 
of sending these funds to unserved or underserved communities without 
broadband access. RUS issued new "interim final" rules in March 2011 which 
continued to allow RUS loans to be made in areas where some level of service 
already exists. And while there may be some level of underserved which remain 
in these communities, it would appear that RUS funding is not necessarily 
being used to close the underserved and unserved gap! Why isn't RUS focusing 
"exclusively" on those areas which are unserved or underserved in its 
broadband programs, rather than funding projects in areas which currently have 
service? 

Response: RUS has several programs to help bring broadband service to 
unserved and underserved areas. Areas that are completely unserved are 
generally unserved because the private sector cannot develop a business case 
to deploy broadband due to cost, topography, density, income, etc. In 
addition, there are many rural communities where entities - primarily small 
cable companies - have found a business case to provide broadband within the 
city or corporate limits, but not outside these areas where farmers, ranchers, 
home-based businesses, schools and rural doctors are located. These "donut - 
hole" areas create large underserved areas "just outside of town, " creating a 
digital divide and often disadvantaging the community as a whole for 
attracting businesses, jobs and providing top-notch educational and health 
care . 

For completely unserved communities, RUS offers the Community Connect grant 
program which provides a grant for the build-out of broadband in a single 
community with no broadband. For service areas that may contain unserved and 
underserved areas, RUS can offer loan assistance. Beyond meeting the 
statutory requirements that the proposed service area must be at least 25 
percent unserved, an applicant must be able to make a business case that the 
project is financially viable. And because broadband does not follow neat 
lines, it can sometimes bleed over into an area that may have some type of 
broadband service. This is why the 2008 Farm Bill allows loans to be in both 
unserved and underserved areas. 

With regard to the Inspector General (IG) 2005 audit, based upon RUS concerns 
and IG comments from this audit. Congress changed the requirements for the 
broadband program in 2008. These new statutory requirements were codified in 
the regulations published in March 2011. I am pleased to report all IG 
concerns with the program have been fully satisfied and there are no 
outstanding audits or reports from the IG on our broadband program. 

BROADBAND FUNDING IN UNSERVED COMMUNITIES 

Mr. Bishop: Follow-up: What percentage of RUS broadband funding has 
been targeted to communities which are "unserved" currently? Underserved? 

Response: One hundred percent of funding under our Community Connect 

grant program is targeted to unserved communities. One hundred percent of the 
funding available in our Farm Bill broadband loan program is targeted to 
unserved and underserved communities. 

Mr. Bishop: Follow-up: Off hand, can you tell us what percentage of 
total RUS broadband funding has been approve under the stimulus, went to 
projects where broadband/internet services already existed? 

Response: The Recovery Act did not require that loans and grants under 

USDA's Broadband Initiatives Program (BIP) be targeted to unserved areas. 
However, under both Notices of Funding Availability (NOFAs) , USDA required 
that BIP funds must go towards service areas that were unserved, underserved 
or both. 
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Rural Health Care 

HEALTH CARE FUNDED WITH RURAL BUSINESS ENTERPRISE GRANT 

Mr. Bishop: The Rural Business Enterprise Grant (RBEG) program has been 
one of the major vehicles used by USDA to expand and strengthen rural health 
care services. This combined with the Community Facilities loan program have 
been very important sources of funding for our local rural communities. 
However, their focus and mission is not entirely focused on health care. As 
we move toward the 2012 Farm bill, it seems to me that the USDA's mission with 
respect to rural health care needs to be strengthened and expanded. What is 
USDA doing to expand and strengthen its role in addressing the rural health 
needs of rural Communities? Does the administration plan to make any Farm 
bill recommendations to the Authorizers in the health area? Follow-up: Not 
only do we have a dire need for new facilities, including community clinics 
and hospitals; we need more doctors [in every area] ; we need more nurses; and, 
we need better access to emergency services, particularly 911 capability. I 
am appreciative of the Administration's Healthy Food Financing Initiative; but 
we also have "healthcare deserts" in rural America as well! Thoughts? 

Response: The purpose of the Rural Business Enterprise Grant (RBEG) 
program is to assist small and emerging private rural businesses. Generally, 
hospitals and clinics do not qualify as a small and emerging business; 
however, many small private health practices in rural communities do qualify. 
We are partnering with the Delta Regional Authority (DRA) to utilize the RBEG 
program to establish a revolving loan fund that will be administered by DRA 
with the funding used to provide loans to qualifying medical practices to 
install equipment qualifying for the Electronic Health Records system. 
Community and privately-owned clinics, hospitals, and emergency services may 
also qualify for assistance under the RBS Rural Economic Development Loan and 
Grant program. 

For the Rural Housing Programs, during the summer of 2010, Secretary Vilsack 
met with Secretary Sebelius, Department of Health and Human Services (HHS) , 
and agreed to work together to help rural health care providers. In early 
2011, USDA began an important collaborative effort with the HHS to support the 
efforts of rural communities to harness the power of health information 
technology (HIT) for improving health care services in rural America. On 
August 9, 2011, USDA Rural Development and HHS signed a Memorandum of 
Understanding that links USDA Rural Development programs with HHS resources to 
better meet the HIT needs of rural hospitals and clinics, and to improve 
access to capital for health care infrastructure for Critical Access Hospitals 
and rural community health centers. Our combined efforts have become part of 
a key initiative for the White House Rural Council. 

The timing of this collaboration is particularly important, because in 2009, 
Congress mandated the implementation of nationwide HIT infrastructure within a 
narrow timeline. This includes requirements that hospitals and clinics become 
meaningful users of electronic health records (EHRs) by 2014 or face financial 
penalties under Medicare, the primary payor in rural areas. 

Community Facilities has no new or additional recommendations to the Farm Bill 
specific to rural health facilities since the need can be met with existing 
authorities. 


Persistent Poverty Areas 

Mr. Bishop: The mission area of USDA Rural Development is a critical 
piece to the overall competitiveness of rural regions as we work to foster job 
growth, regional innovation, and economic prosperity. With USDA's assistance 
over the decades, rural communities across the nation are now in a better 
position to pursue regional asset -based and innovation-focused development 
strategies that are resulting in new job and local wealth retention 
opportunities. However, continued gains are increasingly at-risk due to Rural 
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Development funding cuts in recent years. The final FY2012 USDA 
appropriations bill, the Budget Authority for the USDA Rural Development 
mission area was cut by nearly $200 million, including reductions of $45.76 
million in the Rural Utilities Service, $133.72 million in the Rural Housing 
Service and $18.59 million in the Rural Business-Cooperative Service. The 
proposed FY2013 budget is essentially flat with this year. How can we help 
rural communities who continue to suffer through economic stagnation and the 
resulting "persistent poverty" which faces much of my District and in fact, 
shouldn't Rural Development be placing special attention and resources in 
these areas? These areas have not seen an economic rebound and continue to 
face dire circumstances! 

Response: RD recognizes the unprecedented budgetary constraints all 

government agencies are dealing with and is attempting' to continue providing 
exemplary program delivery to all RD customers while managing a challenging 
budget environment. The 2013 budget will be a challenge across all of RD and 
we will work to ensure that these scarce resources are allocated in areas 
where they can have the greatest impact on rural communities. RD is already 
implementing methods to help achieve these outcomes. For example, to meet 
these challenges and maximize investments, RD has been active in supporting 
the Department's Rural Innovation Team (RIT) and the Stronger Economies 
Together (SET) initiatives. These efforts both seek to maximize RD impact 
and leverage RD and other resources in support of developing regional 
economic solutions. 

As another example, RD is already giving special attention to these areas by 
giving priority to projects located in areas that are suffering from economic 
stagnation and "persistent poverty." For example, in the Business and 
Industry (B&I) Guaranteed Loan Program, priority points are awarded for loans 
to businesses located in persistent poverty counties. Additionally, one of 
the demographic criteria for providing a B&I loan guarantee with a reduced 
fee is that the project be located in a rural community that has remained 
persistently poor over the last 60 years. 

Our Community Facilities grant programs are also designed to give priority to 
those communities with the greatest need. Grant funds are provided on a 
sliding scale with the largest grants going to the smallest and poorest 
communities. For instance: 

1. Grants up to 75 percent of eligible project costs are available to 
communities with a population of 5,000 or less and the MHI of the service 
area is below the national poverty line or 60 percent of the state non- 
metropolitan median household income whichever is higher; 

2. Grants up to 55 percent of eligible project costs are available to 
communities with a population of 12,000 or less and the MHI of the service 
area is below the national poverty line or 70 percent of the SNMHI 
whichever is higher; 

3. Grants up to 35 percent of eligible project costs are available to 
communities with a population of 20,000 or less and the MHI of the service 
area is below the national poverty line or 80 percent of the SNMHI 
whichever is higher; and, 

4. Grants up to 15 percent of eligible project costs are available to 
communities with a population of 20,000 or less and the MHI of the service 
area is below the national poverty line or 90 percent of the SNMHI 
whichever is higher. 

Rural Development welcomes the opportunity to discuss these and other methods 
that can be used to help direct increasingly scarce resources to rural 
communities who continue to suffer through economic stagnation and the 
resulting "persistent poverty." 
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RURAL COMMUNITY SAFETY NET 

Mr. Bishop: We Need A Rural [Community] Safety Net 1 . - Over the past two 
years, water and waste water grants have been cut $41.61 million, community 
facility grants are down 44 percent and support for rural microenterprise 
lending and technical assistance was eliminated this fiscal year (including 
for previously appropriated program support for intermediary lenders and 
technical assistance providers.) While some of these cuts have been masked 
by increases in USDA's direct loan and loan guarantee program levels 
(especially due to the historically low subsidy level for the community 
facilities program) , the reality remains that the most distressed rural 
communities will increasingly struggle to make the improvements necessary to 
remain economically viable. In addition, the areas hit hardest by recent 
budget cuts include the agency's smaller, more flexible business and community 
assistance programs, such as Rural Business Enterprise Grants (RBEG) , Rural 
Business Opportunity Grants (RBOG) , and the Rural Community Development 
Initiative (RCDI), as well as the Intermediary Relending Program (IRP). 

Combined, these three community and economic development programs have been 
cut $17.27 million, or 36 percent, over the past two years. Secretary 
Tonsager, whatever the outcome of this year's budget debate, I believe it is 
imperative that this Committee and the Department work together, to ensure 
that communities hardest hit by both the economic recession, but also, the 
dramatic program reductions be held harmless from the impact of any further 
reductions in FY2013. In fact, such communities should be targeted nation- 
wide for "incremental and targeted" funding in FY2013 and beyond, to alleviate 
the pain and suffering which exists today! Thoughts? 

Response: RD welcomes the opportunity to work together with the 
Committee to address the issues raised. RD recognizes the unprecedented 
budgetary constraints all government agencies are dealing with and is 
attempting to continue providing exemplary program delivery to all RD 
customers while managing a challenging budget environment . Reductions in the 
funding for the RBEG, RBOG, RCDI, IRP, and others will limit the extent to 
which RD can assist communities across rural America. RD is working to 
address diminishing resources by promoting regional and community economic 
strategies that leverage resources and broaden the scope of project activity. 
RD has been active in supporting the Department's Rural Innovation Team (RIT) 
and the Stronger Economies Together (SET) initiative which support the 
development of regional economic solutions. These programs encourage and 
engage direct community involvement as well as multi-county and multi-state 
collaboration. These efforts are often inclusive of communities hardest hit 
by economic downturns or persistent poverty conditions. Promoting a more 
regional or collaborative deployment of resources allows RD to target or 
concentrate resources in a particular area which can in turn bring economic 
relief to all communities within the project area. 


Rural Housing Refinance Pilot Program 
RURAL REFINANCE PILOT PROGRAM 

Mr. Bishop: Rural Development just recently announced a new pilot 
program - - the Rural Refinance Pilot Program, which is designed to assist 
responsible homeowners who may be upside down on their mortgage, but are 
making their payments as agreed. The program is part of the package announced 
by President Barack Obama during his State of the Union speech on Jan. 31, and 
targets existing USDA borrowers who have paid their mortgage on time for the 
past 12 months and want to take advantage of the low interest rates that are 
currently available. Can you provide us a list of the states in which this 
program is operating and the counties within those states where loans are 
being refinanced? Also, how is the Agency promoting the program to potential 
participants, and when do you expect the program will be rolled out nation- 
wide? 
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Response: The Rural Refinance Pilot Program (RRPP) is available in the 
"hardest hit" states which were identified by the Administration as having 
suffered the most under the economic downturn. They include Alabama, Arizona, 
California, Florida, Georgia, Illinois, Indiana, Kentucky, Michigan, 
Mississippi, Nevada, New Jersey, North Carolina, Ohio, Oregon, Rhode Island, 
South Carolina, and Tennessee. In addition, the District of Columbia was 
dropped and the state of New Mexico was added for the following reasons: a) 
unlike the District of Columbia, New Mexico is a very rural state with vast 
stretches of rural areas; b) New Mexico has suffered to a great extent under 
the housing crisis; c) New Mexico is a state with one of the highest 
"persistent poverty" concentrations, including the Colonias on the border with 
Mexico; and d) New Mexico has the highest concentrations in the Nation for 
school children who rely on the assistance of the National School Lunch 
Programs for their daily nourishment . 

There are 1,258 eligible counties in the 19 Pilot states. The agency is 
promoting the program to potential applicants in various ways. Direct loan 
borrowers are being notified by the Centralized Servicing Center (CSC) where 
their loan payments are made. The CSC is conducting an automated outbound 
telephone call campaign informing all 502 Direct borrowers who appear to 
qualify that they should contact a guaranteed lender. Participating lenders 
have been notified via an Administrative Notice, ListServ messages, FAQs, and 
at a series of roundtables across the Pilot states. 

The RRPP is a test pilot designed to run over a 2 year period. At the end of 
the 2 year period, the performance of RRPP loans will be assessed and a 
decision will be made as to whether the RRPP will become a permanent program 
feature. The information is submitted for the record. 

[The information follows:] 
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Rural Housing Refinace Pilot 


State County { State 
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Rural Housing Refinace Pilot 
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Rural Housing Refinace Pilot 
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Rural Housing Refinace Pilot Project 
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Rural Microentrepreneur Assistance Program {RMAP) 

RMAP AND THE 2012 FARM BILL 

Mr, Bishop: The RMAP program was a major new initiative created by the 
2008 Farm Bill, providing funding through community based organizations to 
make small loans and technical assistance to micro entrepreneurs. With the 
2012 Farm bill coming up, what suggestions might you have on how we can 
improve and expand the access of this program to more rural residents, and in 
particular, minority rural residents. 

Response: Rural Development suggests the following avenues to help RMAP 
better reach more rural residents, including minority rural residents: 


• Allow a collaborative of organizations to be eligible. Micro lending is 
significantly different than traditional commercial lending and requires 
unique skills and experiences to successfully operate and sustain a 
micro lending program. A barrier to serving under-served rural areas 
and minority populations is the lack of RMAP-eligible microenterprise 
development organizations (MDOs) serving in such areas. Farm Bill 
revisions expanding eligibility of MDOs would be beneficial by allowing 
for a collaborative of organizations to be eligible where the service 
area is an under-served rural area or minority population. The current 
program does not allow eligibility .for a collaborative of organizations 
as an applicant MDO. 

Rural Housing Plan to Address Substandard Housing 
RURAL HOUSING SERVICE PLAN TO ADDRESS SUBSTANDARD HOUSING 

Mr, Bishop: According to the Economic Research Service over 15 percent of 
non-metropolitan counties are classified as housing stressed. In these 
counties, 30 percent or more of homes are considered too costly relative to 
household incomes, are too crowded, or lack certain basic facilities, such as 
a complete kitchen or bathroom. Additionally, some 4 million+ rural families 
live in "housing poverty", a multidimensional indicator that combines measures 
of economic need, housing quality, and neighborhood quality. Over one-quarter 
of our non-metropolitan population faces cost overburden; and more than 1.6 
million non-metropolitan housing units which are either moderately or severely 
substandard. Does Rural Development have a plan to specifically address the 
rural substandard housing situation in the US, state by state, rural county by 
rural county? 

Response: RHS believes that State and county housing poverty must be 

addressed through a more targeted community focus. The single family direct 
program will soon be publishing a proposed regulation to better serve 
applicants across rural America, including those in remote communities, by 
allowing certified loan packagers to work with potential borrowers for a 
nominal fee which is included in the mortgage. This action is intended to 
benefit low- and very low- income people who wish to achieve home ownership in 
rural areas by increasing awareness of the agency's housing program, 
increasing geographic access to assistance and providing support in completing 
the applications. To further ensure that areas of persistent poverty are 
reached, USDA Rural Development has committed that by 2015, at least 15 
percent of each program's funds are to be invested in areas where school 
district data show at least 45 percent of children are receiving a completely 
free lunch through the National School Lunch Program. This standard will be 
applied through the Rural Development Mission Area, giving each state a single 
target . 

The agency is also working to address substandard housing through the section 
504 loan and grant repair program which provides loans and grants to very low- 
income homeowners in rural areas to repair, improve, or modernize their 
dwellings, remove health and safety hazards or make the home accessible to 
family members with disabilities. This includes weatherization of dwellings. 
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repairs or replacement of heating, plumbing or electrical services, 
replacement of roofing as well as installation of water and waste disposal 
systems . 

RD is sensitive to the need for affordable rural housing, also. One concern 
has been the effect of redundant or conflicting government regulations on the 
cost of rental housing. Responding to the need for better coordinated Federal 
rental policy, in 2010 the White House's Domestic Policy Council established 
the interagency Rental Policy Working Group. As part of its coordinated 
strategy, the Rental Policy Working Group has engaged state, local, individual 
and private stakeholders to identify administrative changes that could 
increase overall programmatic efficiency and further enhance the ability of 
communities to create and preserve affordable housing. 

Two changes in particular - physical inspections and subsidy layering reviews 
” were deemed particularly ripe for immediate implementation. The redundancies 
were glaringly obvious. A property that has multiple Federal funding sources 
may be subject to duplicate physical inspections using multiple physical 
inspection standards. Similarly, most federal housing programs require 
agencies to certify that the total value of subsidies provided to an 
affordable housing development does not exceed its costs with each program 
performing a nearly similar review of these multiple subsidy sources. Through 
the launch of pilots, where local solutions can be supported, tested, and 
potentially taken to scale. Federal, state, local, and private partners can 
begin to realize cost and time savings, as well as put program dollars to use 
quicker, ensuring that low-income families can continue to have access to 
affordable rental housing when it is needed most. 

HEALTHY FOOD FINANCING INITIATIVE 


Mr. Bishop: As I understand it, the Healthy Food Financing Initiative 
was designed to support local and regional efforts to increase access to 
healthy foods, particularly for the development of grocery stores and other 
healthy food retailers in urban and rural "food deserts" and other underserved 
areas. I represent a district which is comprised of 32 counties, only three 
of which would be considered urban. While most of my rural counties and its 
residents have access to full service grocery stores, I have many which do 
not. Just how successful has the Agency been in addressing the food desert 
issue since the program was implemented, how many food deserts have been 
turned into a food oasis? 

Response: Rural Development recognizes the importance of all Americans 

having access to ample supplies of fresh, healthy, and affordable foods. To 
date. Rural Development has not spent any funds on the Healthy Food Financing 
Initiative since there is no authority or appropriated funds to do so. 

However, RD has engaged with partners within the Department as well as from 
Department of Treasury and Health and Human Services to support the access to 
healthy food through existing programs which include similar authorities and 
objectives. For example, the Rural Business Opportunity Grant ( RBOG ) program 
allows for regionally focused projects. In times of scarce resources, it is 
even more important to target our efforts to projects that have the greatest 
impact in rural areas. 

Existing programs and authorities within RD currently support the objectives 
being put forth in the Healthy Food Financing Initiative. RD programs provide 
assistance to rural communities that lack access to healthy food options (i.e. 
food deserts) as well as rural areas where: patterns of non-healthy food 
consumption exist; suffer from poor health indicators (such as high rates of 
obesity, diabetes and other diet-related chronic diseases) ; have high 
concentrations of persons participating in food assistance programs; or 
demonstrate other indications of need for healthy food finance interventions. 
Much like what is being proposed in the HFFI, RD promotes a range of 
interventions that expand the supply of and demand for nutritious foods. 
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including increasing the distribution of agricultural products, developing and 
equipping grocery stores and strengthening the producer-to-consumer 
relationship . 

The 2008 Farm Bill created a set-aside in the Business & Industry Loan 
Guarantee program of at least 5 percent of budget authority for local and 
regional food systems, with priority points for projects benefiting 
underserved areas. During FY 2009 through FY 2011, 22.7 percent of these 
local food projects were done in areas with one or more of the following 
characteristics: persistent poverty county; underserved; high unemployment; 
outmigration; or declining population. 

While it is too soon to determine if any substantial, long-term progress has 
been made, addressing the elimination of food deserts is an agency priority. 
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QUESTIONS SUBMITTED BY REPRESENTATIVE MARCY KAPTUR 
Local Foods 

Mrs. Kaptur: The department has several initiatives designed to 
strengthen local food systems. Please describe what RD's role has been in 
supporting these initiatives. Please specifically highlight any activities in 
connecting farms in rural areas to markets in urban areas. 

Given that local food sales are the highest near urban areas, how has the 
definition of "rural" impacted RD's ability to support the departments 
numerous local foods initiatives? 

Response: While limited by geographic borders, RD has sought to 
identify projects that while located in rural areas, can be used to support 
needs in urban and suburban areas. For example, RD is working to link a rural 
produce marketing cooperative with an urban food retailer or market where 
there is a lack of affordable fresh produce. RD has also been active in the 
Know Your Farmer, Know Your Food initiative which emphasizes the need for a 
fundamental and critical reconnection between producers and consumers. The 
effort builds on the 2008 Farm Bill, which provides for increases and 
flexibility for USDA programs in an effort to promote local foods. RD 
continues to work to align existing programs with the needs of local and 
regional food systems; conducting outreach activities so that the linkages are 
understood; and helping communities build local food systems by providing 
better awareness and access to existing programs. The B&I guaranteed loan 
program has set-aside 5 percent of its funds in FYs 2009 through 2011 to help 
fund projects that help bring local foods- into urban markets. 

Rural Development has played a key role in the Department Know Your Farmer, 
Know Your Food initiative since its inception in mid-2009. We are proud of 
the active role our programs and staff are playing in raising the profile of 
local and regional food systems. To date, the major RD programs that have 
supported this initiative are the: Community Facilities Program (CF) , Rural 
Business Enterprise Grant (RBEG) , Rural Business Opportunity Grant ( RBOG ) , 
Value Added Producer Grant (VAPG) , Rural Cooperative Development Grant (RCDG) , 
Small, Socially Disadvantaged Producer Grant (SSDPG) and the Business and 
Industry Loan Guarantee (B&I) program. 

These programs have funded a wide array of community and local food projects. 
Examples include the development and implementation of food hubs, mobile 
slaughter units, f arm-to-school programs, farmers markets, food banks, food 
cooperatives, food innovation centers, and value added agricultural products. 

Looking ahead, RD also sees great potential in this area for the Rural 
Community Development Initiative (RCDI) , Rural Microentrepeneur Assistance 
Program (RMAP) , and the Rural Economic Development Loan and Grant (REDLG) 
program. 

While the definition of "rural" limits direct program support in urban areas, 
many of the projects support local food sales and have a direct effect on 
rural and non-rural markets. Production agriculture, product aggregation, 
processing, etc. in the United States are heavily concentrated in rural areas 
which remains the target market for Rural Development. The ability of RD 
programs to support and develop value-added business, food hubs, farmers 
markets, mobile slaughter units, f arm- to-school programs, food banks, food 
cooperatives, and food innovation centers will continue to ensure that RD 
programs will play a substantial role in supporting the Department's local 
food initiatives. 


VALUE-ADDED PROGRAM GRANT 

Mrs. Kaptur: Please describe how the Value-Added Producer Grant Program 
has helped support the department's local food initiatives? 
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Response: Rural Development has used a number of existing programs to 
support community economic development in rural areas through local and 
regional food system projects. The Value-Added Producer Grant (VAPG) program 
has been successfully used to launch multiple local and regional food 
projects. Although a direct link of the VAPG program to Section 6015 has not 
been put in place, through a variety of Rural Development outreach efforts, 
applicants {including past VAPG grant recipients) have been encouraged to 
consider using addtional RD programs as their local and regional food system 
projects develop. 

Rural Development has played a role in the Deputy Secretary's Know Your 
Farmer, Know Your Food initiative since its inception in mid-2009 and interest 
in RD programs has been elevated due to the active role our programs and staff 
are playing in raising the profile of local and regional food systems. The 
VAPG is one of several RD programs that have supported this initiative. In 
addition to value added products, the program has been used to support food 
hubs, mobile slaughter units, farm-to-school programs, farmers markets, food 
cooperatives, and food innovation centers. 

The VAPG program has also been used as a tool for providing the Nation's 
smaller fanning operators with the resources to transition from being a 
commodity oriented operation to a value-added business. In particular, it can 
assist producers in capturing a larger portion of the food marketing dollar by 
developing producer owned businesses. The 2008 Farm Bill established priority 
for small- and medium-sized farmers and ranchers, and we have seen that this 
program change has had a positive impact in raising the awareness of smaller 
producers and increasing the number of awards in this area. 

RURAL ENERGY FOR AMERICA PROGRAM (REAP) 

Mrs. Kaptur: How many applications go unfunded each year as a result of 
Congress limiting the mandatory spending for the REAP program? 

Response: Until FY 2012, Congress has not limited mandatory funding 
available to REAP. In FY 2012, Congress limited the $70 million in mandatory 
funding to $22 million and provided $3.4 million in discretionary funding. RBS 
estimates that, for FY 2012 that the limited funding of $25.4 million will 
result in approximately 1,435 fewer projects. 


REAP IMPACT ON SMALL BUSINESS 

Mrs. Kaptur: What has the impact of REAP been for small businesses and 
its ability to help with job creation and economic development? 

Response: RD has awarded 7,765 projects for energy efficiency 

improvements or renewable energy systems since the inception of the REAP 
program, totaling $333.2 million in grant funds and $271.6 million in 
guaranteed loan funds . 

General impacts of REAP for small businesses regarding job creation and 
economic development include reducing operating costs and increasing business 
efficiency. As a result, small businesses are in a stronger position to be 
able to retain current employees on the payroll as well as create additional 
jobs . 


GREENHOUSES FUNDING FROM REAP 

Mrs. Kaptur: How many projects has REAP funded to support greenhouses? 
Please describe in detail some of the greenhouse projects funded, specifically 
highlighting any projects in my Congressional District. 
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Response: RD has funded 133 energy projects supporting greenhouses 
since the inception of the program, for a nation-wide investment amount of 
$5.99 million in grant funds and $10.4 million in guaranteed loan funds. 

The following greenhouse projects have been funded in Ohio's Ninth 
Congressional District: 

• Hoens Greenhouse, Lucas County, $17,250 Grant Award, Energy 
Efficiency Improvement, FY11 Award Year. This project will be used 
to pay for the replacement of re-circulating fans with a poly roof 
ventilation system, saving 66,273 kWh annually, a 52.1 percent 
energy savings . 

• August Corso Sons, Inc., Erie County, $74,897 Grant Award, 

Renewable Energy System (Small Wind) , FY09 Award Year. The 
applicant installed a 50kw wind turbine that is expected to reduce 
the applicant's electrical consumption from the grid by 86 percent. 
A total of 170,000 kWh per year is expected to be produced. 

• Coram Flora Company, Lorain County, $7,500,000 Guaranteed Loan, 
Renewable Energy System (Biomass) , FY09 Award Year. The applicant 
installed biomass boilers to replace the existing natural gas fired 
boilers. The boilers will require 49,000 tons of wood chips or 
other biomass per year and will replace 300 million cubic feet of 
natural gas . 

• Green Circle Growers, Inc., Lorain County, $227,500 Grant Award, 
Energy Efficiency Improvement, FY08 Award Year. The applicant 
installed retractable energy curtains in a portion of the 
greenhouse. The expected energy savings is a 43 percent reduction 
from the previous year. A total of 10,633 Kwh is expected to be 
saved. 


REAP FUNDING IN URBAN AREAS 

Mrs. Kaptur: REAP is one of few Rural Development programs that can 
provide assistance in urban areas. Please describe how Rural Development has 
implemented and provided assistance in urban areas through REAP. 

Response: Rural Development published an Interim Rule in the Federal 

Register on April 14, 2011, which allows agriculture producers with a facility 
in a non-rural area to apply. However, the application can only be for the 
renewable energy systems or energy efficiency improvements on integral 
components of, or directly related to the facility, and are part of and co- 
located with the agricultural production operation. The deadline for fiscal 
year 2012 applications was March 30, 2012. As of March 1, 2012, there have 
been no fiscal year 2012 awards in urban areas for the REAP program. In 
fiscal year 2011, Rural Development funded two projects for agriculture 
producers in urban areas -- Barbato Flowers and Greenhouse in Ohio and M & W 
Farms, Inc. in Virginia. 


REAP FUNDING IN OHIO URBAN AREAS 

Mrs. Kaptur: Please describe the assistance REAP has provided in Ohio's 
urban areas, specifically urban areas in my Congressional District. 

Response: REAP has funded one project from Ohio in an urban area: 

Barbato Flowers and Greenhouse, located in Stark County, Ohio (OH-16) . The 
project was awarded $8,849 in grant funds for an energy efficiency project. 
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Single Family and Multi-Family Housing Programs Questions 

Mrs. Kaptur: Please explain in detail why USDA is proposing to 
significantly reduce Direct Loans in favor of Loan Guarantees for the Single 
Family Housing Loan and Multi-Family Housing Loan programs? 

Response: Rural Development remains committed to the support of low and 
very low-income families, through various Administration initiatives including 
but not limited to marketing and lending to teachers in rural areas and the 
beneficiaries of the Mutual and Self-Help Grant program. At the proposed 2013 
funding level, USDA will provide funding for approximately 5,530 direct loans 
for very-low and low- income families. 

USDA also intends to continue developing partnerships with qualified nonprofit 
organizations in rural areas to deliver program funds where they are needed 
most. We recognize that families living in more rural, poorer communities 
have difficulties accessing programs and services that promote long-term 
wealth. The Department anticipates that the assistance from nonprofit groups 
will provide targeted delivery of program funds to the most economically 
distressed and lowest income communities . 

The Department does not anticipate that the funding decrease will adversely 
affect the homeownership opportunities for minority families. The budget 
provides sufficient funding to continue the homeownership educational programs 
and professional construction supervision that assists in instructing families 
who construct their homes through the Mutual Self-Help method which, in turn, 
helps decrease the cost of their homes. The Department believes minority 
homeownership will remain a positive and viable component. 

The Section 515 portfolio continues to age, and given the limited budget 
resources available, we are focusing those resources towards managing the 
quality of our portfolio. This includes maintaining the physical quality of 
our rental properties. The 2013 budget proposes to use the funding for the 
Multi-Family Preservation and Revitalization (MPR) program for rehabilitation 
of the portfolio. Rehabilitation of our existing rental housing stock through 
the MPR program is a cost effective way to rehabilitate our aging housing 
stock and continue to maintain safe and decent affordable rural rental 
housing. In addition. Section 515 new construction projects are typically 
assisted through the dedication of rental assistance to help ensure the 
viability of the project. 

We have requested an additional $20 million in program authority to fund the 
Section 538 guaranteed program, and we anticipate that the 538 program will 
help fund new construction projects in lieu of the 515 program. Historically, 
about half of the 538 funding is used for new construction . At that rate, the 
additional $20 million would fund about $10 million in new construction, only 
slightly less than the $17 million in new construction that was funded in FY 
2011 through the 515 program. 


SECTION 502 SINGLE HOUSING DIRECT PROGRAM PARTICIPATION 

Mrs. Kaptur: Has USDA anticipated there being less participation in the 
programs by reducing Direct Loans because the government may be willing to 
take on more risky applicants than commercial banks? 

Response: The purpose of the single and multi-family guaranteed loan 
programs is to offer both non-profit and for-profit lenders an opportunity to 
make credit worthy loans that might have a higher degree of risk than they 
would otherwise be willing to assume if the loans were not guaranteed. 

Lenders typically shy away from lending in rural areas due to uncertainty of 
the property's collateral value if the loan should fail. For example, the 
closing of a major employer in a small community could have devastating 
effects on property values. Congress in its wisdom created the loan guarantee 
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programs to alleviate these concerns and to entice lenders to lend in rural 
America. 

Mrs. Kaptur: Will reducing the Direct Loan program level result in any- 
cost savings for USDA? If yes, please describe in detail the potential 
savings and if the savings would result in any employee layoffs. 

Response: Program level reductions typically result in cost savings. 
These savings may be greater when the Government administers a Direct Loan 
program like 502 Single Family Housing Direct, as the cost of doing business 
is greater and thus more labor-intensive than a guaranteed program. Detailed 
analysis of potential savings, including FTE costs, has not been completed and 
would require extensive resources to perform. In its current structure, FTE's 
allocated to the housing programs are split between origination and servicing. 
We believe that in the short term, a reduction in the Direct 502 Program would 
translate into fewer FTE' s required to originate loans. However, employees 
who originate loans are based in field offices and have roles in other housing 
and community programs, some of which have experienced significant growth in 
recent years. Given the current formula for allocating funds to the States, 
each state would receive a smaller share, but still be required to spend their 
allocation and continue to originate loans, albeit fewer of them. , Given 
the VSIP/VERA actions that occurred in FY 2012, the existing FTE's that can be 
freed up from a reduction in the Direct 502 program would likely shift to 
another housing and or community facility program that is experiencing growth 
in available program level . 

Calculating savings from the servicing side is just as difficult given that 
Direct 502 is a 60-year old program with an outstanding portfolio of 
$16,097,533,580 million. These loans are designed to assist the neediest 
rural residents and require significant levels of staff time based upon the 
various types of servicing options that are available. Virtually no savings 
would be realized as the centralized servicing center is monitoring over 
329,000 loans. These outstanding loans will require USDA to commit budget 
resources through the life of the loans. 


LINKING RURAL AND URBAN AREAS 

Mrs. Kaptur: In Ohio, 80 percent of the population and over 80 percent 
of the jobs are located in metropolitan regions. While RD's mission is to 
create prosperity in rural America, there may be an advantage of linking rural 
entities to urban markets. Has RD supported initiatives support rural 
economies through the utilization of urban markets? 

Response.- While limited by geographic borders, RD has sought to 
identify projects that while located in rural areas, can be used to support 
needs in urban and suburban areas. For example, RD is working to link a rural 
produce marketing cooperative with an urban food retailer or market where 
there is a lack of affordable fresh produce. RD has also been active in the 
Know Your Farmer, Know Your Food initiative which emphasizes the need for a 
fundamental and critical reconnection between producers and consumers. The 
effort builds on the 2008 Farm Bill, which provides for increases and 
flexibility for USDA programs in an effort to promote local foods. RD 
continues to work to align existing programs with the needs of local and 
regional food systems; conducting outreach activities so that the linkages are 
understood; helping communities build local food systems by providing new 
initiatives; and engaging the American public in conversation about local and 
regional agriculture. RD has been engaged with other Mission Areas within USDA 
as well as other Federal agencies to collaborate and leverage resources and 
overcome these geographic and administrative issues. 

Specific examples of RD projects connecting rural farms with urban consumers 
include: A FY 2011 VAPG award to Living Water Farms, Inc., an Illinois family 
company that focuses on the production of hydroponic greens for specialty 
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markets in the Midwest. Located in Strawn, two hours south of Chicago's Loop, 
the company was organized to market produce from small farms and the 
hydroponic complex was developed to supply fresh produce year-round. The 
current market includes Illinois supermarkets, restaurants in Chicago and St. 
Louis, and a Midwest college food service program. Another VAPG award to the 
Meat Hook Butcher Shop Steering Committee in LaGrange, KY will be used for 
economic planning activities to assess feasibility of a retail butcher shop in 
Louisville, KY to connect urban residents with high quality meat and value- 
added products produced by Kentucky livestock producers . 




Tuesday, February 28, 2012. 

DEPARTMENT OF AGRICULTURE 

WITNESSES 

KEVIN CONCANNON, UNDER SECRETARY, FOOD, NUTRITION AND 
CONSUMER SERVICES 

AUDREY ROWE, ADMINISTRATOR, FOOD AND NUTRITION SERVICE 
DR. RAJEN ANAND, ADMINISTRATOR, CENTER ON NUTRITION POLICY 
AND PROMOTION 

MICHAEL YOUNG, BUDGET OFFICER, DEPARTMENT OF AGRICULTURE 

Mr. Kingston. The subcommittee will come to order, and I thank 
the members for being here, those of you who are here. And I want- 
ed to say that this is an extremely important hearing for us be- 
cause this is about 85 percent of our budget, and much to our frus- 
tration, a great portion of that is handled by the authorizing com- 
mittee. 


Introduction of Witnesses 

So it is somewhat, I think, on automatic pilot. It needs a little 
bit more oversight than it has, but we do provide oversight and we 
will have a lot of questions for you, Mr. Secretary. And we certainly 
welcome you back to this subcommittee, and also recognize and 
welcome Audrey Rowe, Administrator of the Food and Nutrition 
Service; Rajen Anand, Director of the Center for Nutrition Policy 
and Promotion; and Michael Young, USDA’s Budget Director. We 
are glad to have all of you here. 

Opening Statements 

The level of funding that the budget for Food, Nutrition and Con- 
sumer Services seeks is $109 billion. And that budget last year was 
about $100 billion, so about a 9.3 percent increase, $19.5 billion 
over what we appropriated in the fiscal year 2011 Continuing Reso- 
lution last April. So it certainly has grown a lot, and something 
that we are all concerned about, a very, very large amount of 
money. 

SNAP right now serves 46.3 million people, and WIC 9 million 
people, and the school lunch program 32 million. Congress has cre- 
ated all kinds of nutrition programs, and I will submit for the 
record that if you take a child right now in America, say under 5 
years old, you are eligible for 12 different feeding programs; when 
you are 10 years old, you are eligible for nine different feeding pro- 
grams; at 35, seven programs; and at 65, six programs. 

So these are programs that are available to people on a Federal 
level already. The GAO has just come out with a study that I will 
submit for the record that shows that there are primarily 18 dif- 
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ferent Federal programs, and that there is a lot of overlap and inef- 
ficiency. 

[The information follows:] 
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Actions Needed to Reduce Administrative Overlap 
among Domestic Food Assistance Programs 


WTlV GAO Is Focusing ^ et * cra * government spent more than $02.5 billion on 18 domestic food 
^ ® and nutrition assistance programs in fiscal year 2008. Programs’ spending 

on This Area ranged from $4 million for the smallest program to more than $37 billion 

for the largest These programs help ensure that millions of low-income 
individuals have consistent, dependable access to enough food for an 
active, healthy life. Programs provide nutrition assistance in a variety of 
forms, ranging from agricultural commodities to prepared meals to 
vouchers or other targeted benefits used in commercial food retail 
locations. The U.S. Department of Agriculture's (USDA) Food and 
Nutrition Service oversees most of these programs— including the five 
largest The Department of Homeland Security (DHS) and the Department 
of Health and Human Services (HHS) also fund food assistance programs. 


What GAO Has Found 
to Indicate 
Duplication, Overlap, 
or Fragmentation 


Domestic food and nutrition assistance is provided through a 
decentralized system of primarily 18 different federal programs that shows 
signs of overlap and inefficient use of resources. In addition to USDA, 

HHS, DHS, and multiple state and local government and nonprofit 
organizations work together to administer a complex network of programs 
and providers. GAO has found that some of these programs provide 
comparable benefits to similar or overlapping populations. For example, 
individuals eligible for groceries through the Commodity Supplemental 
Food Program are also generally eligible for groceries through the 
Emergency Food Assistance Program and for targeted benefits that are 
redeemed in authorized stores through the largest program, the 
Supplemental Nutrition Assistance Program (SNAP — formerly the Food 
Stamp Program). The availability of multiple programs with Similar 
benefits helps ensure that those in need have access to nutritious food, but 
can also increase administrative costs, which account for approximately a 
tenth to more than a quarter of total costs among the largest of these 
programs. In addition, GAO’s previous work has shown that overlap 
among programs can lead to inefficient use of federal funds, duplication of 
effort, and confusion among those seeking services. 


These 18 programs were created individually by Congress over the past 
several decades to address a variety of emerging needs, such as targeting 
benefits to groups at high risk of malnutrition or hunger. Agency officials 
and local providers have indicated that the multiple food assistance 
programs work together and provide various points of entry to the system 
to help increase access to food for vulnerable or target populations. Those 
officials and providers told us that, since no one program alone is intended 
to meet a household’s full nutritional needs, the variety of food assistance 
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Actions Needed to Reduce Administrative 
Overlap among Domestic Food Assistance 
Programs 


programs can help households fill gaps and address the specific needs of 
individual members. 

Despite the potential benefits of varied points of entry, program rules related 
to determining eligibility’ often require the coUection of similar information by 
multiple entities. For example, six programs — the National School Lunch 
Program, the School Breakfast Program, the Fresh Fruit and Vegetable 
Program, the Summer Food Service Program, the Special Milk Program, and 
the Child and Adult Care Food Program — all provide food to eligible cluldren 
in settings outside the home, such as at school, day care, or summer day 
camps. Most of the 18 programs have specific and often Complex legal 
requirements and administrative procedures that federal, state, and local 
organizations follow to help manage each program’s resources. According to 
previous G AO work and state and local officials, rules that govern these and 
other nutrition assistance programs often require applicants who seek 
assistance from multiple programs to submit separate applications for each 
program and provide similar information verifying, for example, household 
income. This can create unnecessary work for both providers and applicants 
and may result in the use of more administrative resources than needed. 

Moreover, not enough is known about the effectiveness of many of these 
programs. Research suggests that participation in 7 of the 18 programs — 
including the Special Supplemental Nutrition Program for Women, Infants, 
and Children (WIC), the National School Lunch Program, the School 
Breakfast Program, and SNAP — is associated with positive health and 
nutrition outcomes consistent with programs’ goals, such as raising the 
level of nutrition among low-income households, safeguarding the health 
and well-being of the nation’s children, and strengthening the agricultural 
economy. Yet little is known about the effectiveness of the remaining 11 
programs because they have not been well studied. As part of its broader 
recommendation GAO suggested that USD A consider which of the lesser- 
studied programs need further research, and USDA agreed to consider the 
value of examining potential inefficiencies and overlap among smaller 
programs 


ActiOHS Needed and Actions to address food assistance programs’ overlap and inefficiencies 
. are needed to better leverage government resources. Provided such 

rotential financial or actions are balanced with the program goals of serving eligible vulnerable 
Other Benefits and l° w ~* ncoine individuals and the need to maintain program integrity, 

creating efficiencies could put these agencies in a position to better assist 
program participants while decreasing administrative burdens. In April 
2010, GAO recommended that USDA identify and develop methods for 
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Actions Needed to Reduce Administrative 
Overlap among Domestic Food Assistance 
Programs 


addressing potential inefficiencies and reducing unnecessary overlap 
among its smaller food assistance programs while ensuring that those who 
are eligible receive the assistance they need. These methods could include 
conducting a study as a first step; convening a group of experts; 
identifying which of the lesser-studied programs need farther research and 
taking steps to fill the research gap; or identifying and piloting proposed 
changes. To date, USDA has not taken action on this recommendation. 

One of the possible methods for reducing program inefficiencies would 
entail USDA broadening its efforts to simplify, streamline, or better align 
eligibility procedures and criteria across programs to the extent that it is 
permitted by law. For example, the Child Nutrition and WIC 
Reauthorization Act of 2004 requires sharing of data between SNAP and 
the National School Lunch Program (NSLP) to allow automatic eligibility 
for NSLP without further application. According to USDA officials, by the 
2008-2009 school year, 78 percent of local educational agencies directly 
certified SNAP-participant children for free school meals, which increased 
administrative efficiency and reduced improper payments. While privacy 
concerns and incompatible data systems pose challenges, expanding these 
efforts across programs could further improve efficiency. Because the 
legislative and regulatory eligibility criteria for the various entitlement 
programs are not identical, with some more stringent than others, changes 
to better align eligibility criteria could result in either fewer or more 
eligible individuals. Nevertheless, such efforts could result in sizable 
administrative cost savings since, as noted earlier, they are a large part of 
program costs. 

Options such as consolidating or eliminating overlapping programs also 
have the potential to reduce administrative costs but may not reduce 
spending on benefits unless fewer individuals are served as a result. For 
example, in fiscal years 2007, 2008, and 2009, USDA proposed eliminating 
the Commodity Supplemental Food Program, which targets low-income 
pregnant women, children, and persons age 60 or over, but Congress 
continued to fund the program. USDA viewed this program as duplicative 
of other programs, and eliminating the program would have yielded close 
to $140 million savings in fiscal year 2008. However, according to agency 
officials, because the program is targeted to particularly vulnerable 
groups, elimination of the program would likely increase enrollment in 
programs such as WIC, reducing overall savings. As part of any effort to 
significantly change the nutrition assistance benefit delivery system, care 
must be taken to understand the likely effects on target populations. 
Nevertheless, GAO believes opportunities exist for reducing costs and 
improving the efficiency of nutrition assistance programs. 
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Actions Needed to Reduce Administrative 
Overlap among Domestic Food Assistance 
Programs 


Framework for 
Analysis 


The information contained in this analysis builds upon prior GAO work, 
which is cited below. 


Related GAO 
Products 


Domestic Food Assistance : Complex System Benefits Millions , but 
Additional Efforts Could Address Potential Inefficiency and Overlap 
among Smaller Programs. GAO- 10-346. Washington, D.C.: April 15, 2010. 


School Meal Programs: Experiences of the States and Districts That 
Eliminated Reduced-price Fees. GAO-09-584. Washington, D.C.: July 17, 
2009. 


Food Stamp Program: Options for Delivering Financial Incentives to 
Participants for Purchasing Targeted Foods. GAO-08-415. Washington, 
D.C.: July 30, 2008. 

Department of Agriculture , Food and Nutrition Service: Special 
Supplemental Nutrition Program for Women, Infants and Children 
(WIC): Revisions in the WIC Food Packages. GAO-08-358R. Washington, 
D.C.: December 17, 2007. 

Nutrition Education: USDA Ptvirides Services through Multiple 
Programs, but Stronger Linkages among Efforts Are Needed . 

GAO-04-528. Washington, D.C.: April 27, 2004. 

Federal Food Safely and Security System: Fundamental Restructuring Is 
Needed to Address Fragmentation and Overlap. GAO-04-588T. 
Washington, D.C.: March 30, 2004. 

Food Stamp Program: Steps Have Been Taken to Increase Participation 
of Working Families, but Better Tracking of Efforts Is Needed. 
GAO-04-346. Washington, D.C.: March 5, 2004. 


Area Contact For additional information about this area, contact Kay Brown (202) 512- 

7215 or brownke@gao.gov. 
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Mr. Kingston. Mr. Concannon, last week when we were having 
our hearing, we had a very good four-hour hearing with the Sec- 
retary. But we had a lot of people on maybe one side of the aisle 
defending the program and the other side of the aisle criticizing the 
program. And what I seek, and I think our ranking member, Mr. 
Farr, seeks is to always try to find some common ground. 

While some people may be fans and some people might be critics 
of a program, there should be neutral territory in which we all 
agree where there is overlap, where there is inefficiency, where 
there is waste. We should all focus in on that and center around 
it. And I would think, as good stewards of tax dollars, that would 
not even be controversial or questionable. 

So we will be trying to talk and continue a dialogue, not just 
today, but following up with other questions along the way. The 
procedures will be what they always are. We will go back and 
forth, and I will ask everybody in the room to turn off his or her 
cell phone. And with that, let me yield to Mr. Farr for an opening 
statement. 

Mr. Farr. Well, thank you very much, Mr. Chairman. I appre- 
ciate your remarks, and I, too, want to thank you, Secretary 
Concannon, for being here with your administrator, Audrey Rowe, 
and Rajen Anand and Michael Young, your able staff. 

This is a very important aspect of the USD A. Lots of people do 
not know how big and how complex and how essential it is to the 
well-being of America. What we understand, if you are really going 
to stimulate the economy in the United States, this is the number 
one place, the number one place, where investment of money will 
have results on Main Street, where that money gets spent in gro- 
cery stores. It gets spent in nutrition programs. All of those things 
are good. 

It is a huge program, and obviously, as the Chairman pointed 
out, there are some issues with it. I totally concur, Jack, with your 
observation. I for years have been trying to suggest that we needed 
to streamline this into one stop. And unfortunately, Congress, all 
those programs you mentioned by each age group, we have in- 
vented them. And we have required a different administrative cat- 
egory for each one, and frankly, a different accounting system for 
each one. 

And until we will, in Congress, be able to consolidate into one 
stop, and I think we have the technology to do that, we will be 
spending an awful lot of money on administrative costs, on over- 
sight costs, that could be given to essentially nutritional costs and 
feed a lot more people with a lot less money, if we cut down on the 
administrative costs. 

I also want to thank Secretary Concannon for his Roll Call arti- 
cle today. I think Rosa DeLauro and myself are going to circulate 
this among all Members of Congress to give you an update on what 
is happening with food stamp SNAP fraud issues. And I appreciate 
you publishing that. 

I think that the other thing we have seen is because these are 
safety net programs, that they are also, unfortunately, being at- 
tacked in the political process. You get SNAP and WIC and other 
nutrition programs that become the go-to target on the campaign 
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trail. They have to easily have been used to deliver partisan punch 
lines and score cheap political points. 

While the criticism has been quick to place a price on these vir- 
tual nutrition programs, although I find that oftentimes the infor- 
mation and facts are wrong, they have been very slow to realize the 
value; and as I pointed out, that these SNAP and WIC benefits cir- 
culate through the economy, creating jobs and spurring economic 
activity in communities all over the United States. 

The nutrition and lunch programs provide fresh fruits and vege- 
tables from our local farmers. It is really taking off in my District. 
I want to thank you, Mr. Secretary, for coming to the Salinas Val- 
ley and seeing firsthand the production of specialty crop agri- 
culture, how labor-intensive it is, how food safety secure it is, and 
then the transportation or delivery, and then in schools, the actual 
consuming of it. 

And one of the things that was very interesting, colleagues, is 
that in the school program, 90 percent of the kids in school are lim- 
ited English-speaking, and their parents work in the fields. And of 
all the labor in the United States, it is the labor least appreciated. 
So people are actually embarrassed, the kids are embarrassed, that 
their parents are in the fields. 

What this school does is label the farms that the food comes 
from. And now they can see that their parents work for that farm, 
and it gives them esteem that the food they are eating is actually 
in commercial system, coming from the work of their parents. And 
it is building self-esteem, which is smart little messaging that I 
think needs to go a long way in this country. 

So I want to thank you all for being here. It is going to be an 
interesting hearing, and I believe that it is crucial to America. I am 
a return Peace Corps volunteer. If there is anything that I have 
been interested in, it is how you wipe out poverty and the culture 
of poverty. 

Obviously, the first line of that is access to food, to staying alive. 
And next is education, and then access to health care, and finally, 
a safe place to sleep. If you have got those four things, you have 
a chance. We have to make sure that every child in this country 
and every human being in this country has a chance. Thank you. 

OUTSTANDING REPORTS 

Mr. Kingston. And if no one else has an opening statement, I 
will yield the floor to you. First, I wanted to ask you, Mr. Sec- 
retary, we had asked last year for six reports. We have gotten one 
of them back from you. There are five of them that are still out- 
standing. And I just was wondering if you could tell me where they 
are. 

We directed your mission area to complete reports last year on 
WIC EBT, SNAP fraud, waste, and abuse, and efficiencies in the 
domestic food program, but we have not received them. And I am 
willing to have another hearing next week, if we need to, to get 
those. This is something that is of high interest to the Committee. 

Mr. Concannon. Mr. Chairman, I obviously can see that. I have 
just been handed something that points out the WIC program cost, 
due January 31st, status update. The report has been drafted and 
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put into clearance. This is one that was due the end of January. 
It is in clearance right now. So that is the WIC report. 

The increasing efficiency within domestic food assistance pro- 
grams, due December 1, 2011. On 1/30/2012, the report has begun 
the clearance process. FNS plans to submit the report by March 
2nd. 

Fraud, waste, and abuse, that was due December 31. On 1/26, it 
was completed. Letter signed by the Secretary on 1/21. 

On the school lunch program, Section 4307 of the Farm Bill, it 
requires us to carry out a nationally representative survey. Due on 
May 11, 2009. On 1/30/12, the final school purchase study report 
has been completed. We have received clearance from the Office of 
Communications. 

So it looks like these reports are all in the clearance process. And 
I will make sure that I attend to those after this hearing to just 
see whether we can expedite them because I think, if the com- 
mittee asked for them, we should make sure that you receive it. 

Mr. Kingston. Well, that would be helpful. And I think it is just 
a matter of making sure that we have those for our own digestion 
in terms of making some of the decisions that are in front of us. 
And so the one May 11th, I understand, is not due till May 11th. 
But the rest of them, if we could go ahead and get from you. 

Mr. Concannon. Yes, indeed. 

Mr. Kingston. And with that, the floor is yours. 

Mr. Concannon. Thank you very much, Mr. Chairman, members 
of the Committee, for the opportunity to be here today. 

Mr. Kingston. Excuse me. Clarification. That is May 11, 2012 
or 

Mr. Concannon. No. Earlier, May 11, 2009. 

Mr. Kingston. 2009, and we have not gotten it? 

Mr. Concannon. 2009. 

Mr. Latham. The Farm Bill report. That is 

Mr. Concannon. We did submit, according to what I am told, an 
interim explanation by the deadline. But we will go back and sit 
down with our folks on that report as well. 

Mr. Kingston. Yes. Mr. Latham, thank you. I was thinking 
2012 . 

Mr. Latham. May 11, 2009. 

Mr. Kingston. Thank you. You have the floor. 

Opening Statement 

Mr. Concannon. As you know, our Nation continues to face 
great challenges. While we are hopeful that the worst of the eco- 
nomic downturn is over, we are not yet at full recovery. 

Federal nutrition assistance remains urgently needed by millions 
of low-income Americans, and our budget fulfills the longstanding 
bipartisan commitment of the past several Administrations and 
Congress in providing the resources necessary to fully support all 
eligible persons who wish to participate in our major programs. It 
also targets investments to critically improved areas such as school 
equipment, technology modernization, and WIC EBT expansion. It 
commits new resources to improve program integrity. 

All Federal agencies face scarce resources, and we know that if 
we do not manage this situation, it will manage us. But the Sec- 
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retary has directed that savings cannot come at the expense of our 
clients. This budget keeps that bipartisan commitment. 

Turning to program integrity, our request asks the Nation to en- 
trust us with over $100 billion of taxpayer funds for these pro- 
grams. Americans rightly expect their hard-earned dollars to be 
managed well, so fighting waste, fraud, and abuse is a fundamental 
responsibility. 

We have seen steady improvements on that front. The SNAP — 
Supplemental Nutrition Assistance Program — payment error rate 
reached a low of 3.81 percent in 2010, less than half the rate from 
a decade ago. But we are working with States to do more. We have 
also made progress against trafficking, the illegal sale of SNAP 
benefits for cash, and over the last 15 years, trafficking has de- 
clined from 4 percent to 1 percent. 

But we cannot tolerate any level of fraud, so we are setting 
stronger policies to meet new threats and tougher penalties for vio- 
lators. We are using state-of-the-art data mining technology and 
encouraging strong State action against recipient fraud. 

Fraud is neither new nor static. And while the vast majority of 
retailers and program participants follow the rules, a few bad ac- 
tors will always seek to exploit SNAP. As is true in cybersecurity, 
we must stay vigilant to thwart fraud, and the USDA will stay 
ahead of the curve, crack down on violators, and protect taxpayers’ 
investment in this critical lifeline. 

In school meals, we are promoting new strategies to prevent 
abuse without compromising access or over-burdening schools. New 
guidance clarifies how schools can verify incomes for questionable 
school meal applications. And we continue to promote direct certifi- 
cation, which provides free meals to children participating in SNAP 
and other means-tested programs without additional paper applica- 
tions, easing access for eligible families while cutting paperwork 
and related errors for schools. 

I would like to turn briefly to the importance of SNAP. While it 
is true that the program has been simplified and eligibility has 
been expanded to some degree over the past decade, most notably 
through the bipartisan acts of Congress, SNAP still has core na- 
tional standards for eligibility and benefits. 

Recent growth reflects both the expansion of the eligible popu- 
lation in need and improved access. Costs have also risen because 
the poor, unfortunately, have gotten poorer, with households re- 
ceiving maximum benefits due to particularly low income nearly 
doubling between 2001 and 2010. 

Fortunately, the program not only expands to meet increased 
needs, it contracts as circumstances improve. Our budget projects 
that, starting next year, the number of families who need assist- 
ance will fall as the economy continues to create jobs, exactly as 
SNAP is designed. 

Most clients on SNAP are children and elderly people. Clients 
have shifted from welfare to work over the last 20 years. Today, 
40 percent live in households with earnings. Many Americans are 
still seeking work, and many clients today never expected to need 
SNAP. But I have not seen recipients join SNAP to avoid work. 
Rather, they rely on SNAP to help meet their family’s nutrition 
needs until work is available. 
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This recent letter from an Iowa client offers a SNAP success 
story we can all endorse. 

“Dear Iowa Department of Human Services: I was awarded food 
assistance in the amount of $200 per month due to the loss of my 
job and denial of unemployment benefits. I have accepted a posi- 
tion, and I will no longer be in need of food assistance. I used to 
be very critical of social assistance programs such as this, but this 
experience has taught me that everyone needs help at some points 
in their lifetime.” 

There is little I can add to that eloquent statement. And let me 
confirm that USDA is delighted when clients leave SNAP because 
they secure good-paying jobs. But, until work is available for all, 
we must offer a safety net for struggling families working to get 
back on their feet, critical support in a Nation where everyone gets 
a fair shot at success. 

This budget request does not simply provide food to those who 
need it, it also promotes better diets. We are working closely with 
States and schools to implement the historic reforms in the 
Healthy, Hunger-Free Kids Act. 

The recent update of school meal standards does what is right 
for children’s health in a responsible, achievable way, and the law 
will soon bring common-sense standards to other foods sold in 
school to make healthy choices easy for our kids throughout the 
school day. When fully implemented, the Act will help ensure that 
all children have the nutrition they need to learn, grow, and pur- 
sue their dreams. 

Thank you for this opportunity to join you, and I would be happy 
to answer your questions. 

[The information follows:] 
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FOOD, NUTRITION, AND CONSUMER SERVICES 

Statement of Kevin Concannon, Under Secretary for 
Food, Nutrition, and Consumer Services 
Before the Subcommittee on Agriculture, Rural Development, 

Food and Drug Administration and Related Agencies 

Thank you, Mr. Chairman, and members of the Subcommittee for the opportunity to 
present the Administration’s fiscal year 2013 budget request for USDA’s Food, Nutrition, and 
Consumer Services (FNCS). Joining me is Audrey Rowe, the Administrator of the Food and 
Nutrition Service (FNS). Administrator Rowe has years of public and private sector experience 
in FNS program policy, design and financial management issues. Also here today is Dr. Rajen 
Anand, who has served in multiple Administrations as the Executive Director of the Center for 
Nutrition Policy and Promotion. Their testimony provides more detail on the request for each 
agency. 

The nutrition assistance programs remain critically important to millions of low-income 
Americans. There have been hopeful signs recently that the worst of the economic downturn 
may be over. Unemployment has declined for five straight months, and jobs are growing even in 
the manufacturing sector. Nonetheless, we have a long way to go to reach full recovery from the 
economic dislocation of recent years. Programs like the Supplemental Nutrition Assistance 
Program (SNAP), the school meals programs, and the Special Supplemental Nutrition Program 
for Women, Infants and Children (WIC) improve nutritional intake while they continue to play 
an essential role in bridging the gap for families in need while the economy recovers, and 
preventing hunger or extreme hardship. Our budget fulfills the longstanding bipartisan 
commitment of the past several Administrations and Congress in providing the funding 
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necessary to fully support participation in these programs for all eligible people who wish to 
participate. In addition, the budget makes targeted investments to: 

• Maintain FNS’ long standing emphasis on program integrity and payment accuracy. 

• Improve school food equipment so that schools are better positioned to improve food 
safety, serve healthier meals, reduce costs by improving energy efficiency, and establish 
or expand breakfast programs; 

• Support States’ efforts to modernize technology and build the foundation for WIC EBT; 

• Support and promote breastfeeding through WIC; and 

• Support community efforts to combat hunger. 

It is also important to note that our budget reflects tremendously low overhead costs for 
the administration of the major nutrition assistance programs. Indeed, Federal funding for 
administrative costs accounts for about nine percent of Federal spending for WIC, about four 
percent for SNAP and less than three percent for school meals. This positive aspect of our 
programs was recently confirmed in a report by the independent, nonpartisan Center on Budget 
and Policy Priorities. 

We meet at a time of scarce resources, with agencies across the Federal government facing 
significant reductions in their operating budgets. Secretary Vilsack recently led a Department- 
wide review of operations Which resulted in the Blueprint for Stronger Service, a plan to reduce 
costs, increase administrative efficiency and optimize the use of our employees. The Blueprint 
includes plans to reduce supplies, travel and printing costs, and to close more than 250 offices 
over the next several months - including 3 1 at FNS. We have a long history of managing 
decreased administrative resources through reengineering and process improvements, because 
we know that if we do not manage our resource challenges, they will manage us. 
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Ensuring Effective Stewardship of Federal Resources 

With this budget request, we are asking the Nation to entrust us with over $ 1 1 5 billion of 
the taxpayers’ money. We are keenly aware of the immense responsibility this represents. 
Americans expect and deserve a government that ensures their hard-earned tax dollars are 
managed with accountability and integrity. Without that commitment, we risk undermining 
public confidence in the value of the nutrition assistance programs and jeopardize their continued 
existence as we know them. For that reason, fighting waste, fraud and abuse is fundamental to 
the mission of these vital programs. 

We have seen steady improvements in these efforts. In SNAP, the largest nutrition 
assistance program, over the past decade, the accuracy of eligibility and benefit determination 
steadily improved. In 2010, SNAP achieved its lowest ever combined (both under and over 
issuances) payment error rate, 3.81 percent, less than half the rate from 1 0 years ago when it was 
8.91 percent. This lower error rate reduced improper payments by $3.3 billion in 2010 as 
compared to the higher rate. But we are not satisfied with this positive trend. Our budget 
requests additional resources for integrity-focused activities and related information technology 
systems. USDA will continue to work with our partners, the State agencies who administer the 
program, to achieve further improvements. 

We have also kept a strong focus on reducing the prevalence of trafficking — the illegal 
selling of SNAP benefits for cash. Over the last 1 5 years, we succeeded in reducing trafficking 
from 4 percent down to its current level of 1 percent. But we are mindful that any level of fraud 
can undermine the program, so we simply do not tolerate it. Over the last decade, more than 
8,300 retail stores were permanently disqualified due to trafficking. Further improvements, 
building on authority in the 2008 Farm Bill, are underway, including prohibitions on dumping 
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liquids purchased with SNAP to get container deposits and on selling food purchased with SNAP 
benefits. We are further upgrading our Anti-fraud Locator Using Electronic Benefit Transfer 
Retailer Transactions (ALERT) system, to stay in step with state-of-the-art technology that helps 
us detect suspicious SNAP redemption activity across the country. And we will propose tougher 
financial penalties for violating retailers this year to further discourage store owners who may be 
thinking about making a quick buck at the taxpayers’ expense. 

USDA works through our State partners to investigate recipient fraud and hold bad actors 
accountable. Recipients who purposely commit fraud to get benefits can be disqualified, fined 
and criminally prosecuted. In fiscal year 2010, States disqualified almost 45,000 individuals. 
And USDA recently issued new policy to clarify that the intent to sell benefits, for example, by 
offering a SNAP card for sale on Craigslist, can lead to disqualification from the Program. We 
have also issued guidance to encourage States to use USDA data regarding disqualified retailers 
for further investigation of client households suspected of trafficking at those same retailers. We 
have recently reminded States of the need to use data matching to ensure that benefits are not 
issued inappropriately. 

Administrator Rowe will describe in more detail the range of new actions we’ve 
undertaken in fighting SNAP fraud over the past year. Let me leave these topics by observing 
that fraud is neither a new nor a static concept. While the vast majority of SNAP retailers and 
participants abide by the rules, we know that where there is a will to commit malfeasance, bad 
actors will try to find new ways to exploit the program. As in cybersecurity, we must remain 
constantly vigilant and continuously update our systems to identify and thwart new fraud efforts. 
The Department will continue to make improvements that keep us ahead of the curve and protect 
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taxpayers’ investment in this critical lifeline. We will continue to crack down on individuals who 
violate the program and misuse taxpayer dollars. 

With regard to the school meals programs, we know that accountability challenges 
remain. There are additional tools and strategies that we are bringing to bear to promote 
accuracy and prevent program abuse without compromising access for those in need or 
overburdening local schools that operate the program. We have recently clarified and broadened 
the application of program policy on how local schools can take action to verify incomes for 
school meals applicants that appear to be potentially ineligible. We continue to promote direct 
certification, which allows schools to provide free meals to children participating in SNAP and 
other mean-tested programs without an additional application. This eases access for eligible 
families while reducing paperwork for schools, and errors that can result. The bipartisan 
Healthy, Hunger-Free Kids Act of 201 0 provides innovative ways to expand direct certification 
and incentives for States to improve performance. 

The Role and Importance of SNAP 

Part and parcel to maintaining the confidence of the American people is making sure we 
are vigilant in correcting the record and laying out the facts about who our programs serve. It is 
no secret that SNAP has experienced significant growth over the last ten years. Some have 
suggested in recent months that eligibility requirements have been relaxed or eliminated in favor 
of an “anything goes” policy that allows wealthy people to take advantage of the program. This 
is not correct. While eligibility has expanded to some degree over the past decade, most notably 
through bipartisan congressional action, the program maintains and enforces national standards 
for eligibility and benefits. The growth that we have seen in recent years reflects both the 
expansion of the population in need and our increasing success in reaching higher proportions of 



221 


those in need, Americans that are eligible for the program by virtue of their low incomes. 
Increased costs also reflect the fact that the poor not only grew in number, but got poorer, with 
the proportion of households receiving the maximum benefit level - because their income was 
particularly low - nearly doubling between 200 1 and 20 1 0, to 40 percent. 

Fortunately, the program is designed not only to expand to meet such increased needs as 
they emerge, but also to contract as circumstances improve. Our budget projects that starting 
next year the number of participants in SNAP will decline with each passing year, with an 
estimated quarter of a million fewer participants in fiscal year 2013. This is exactly the way the 
program is designed to work. As the economy continues to grow and create jobs, the number of 
families who need nutrition assistance will fall. 

In addition to questions about the growth in the program, others have leveled more 
indirect claims that SNAP is being managed by USDA, and used by clients, as an attractive 
alternative to a paying job. Let me say that the circumstances of clients tell a very different 
story. The majority are, in fact, children and elderly people. And one of the most important 
changes among SNAP clients over the last 20 years is a fundamental shift in income from 
welfare to work. In 1990, 42 percent of all SNAP households received cash welfare benefits and 
only 19 percent had earnings. In 2010, only 8 percent received cash welfare, while 30 percent 
had earnings, and about 40 percent of all SNAP clients lived in households with earnings. Just a 
quarter of SNAP participants are adults who are not already working, disabled, or responsible for 
pre-school-aged children. That said, for too many Americans, jobs are still not available. Many 
participants have never enrolled in the program before, and never expected to face circumstances 
that would make SNAP necessary for them. What I have not seen is recipients joining in order 
to avoid work, or as an alternative to a job. Rather, clients have recognized the importance of 
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SNAP in meeting their families’ basic nutritional needs until work was available. Let me offer 
as an example a recent letter that Iowa’s SNAP agency received from a client - the kind of 
success story that the program is designed to foster: 

Dear Iowa Department of Human Services: I was awarded food assistance in the amount 
of $200.00 per month due to the loss of my job .... I have accepted a position [, and] I 
will no longer be in need of food assistance. . .1 will not need benefits again in the 
foreseeable future. . . This program is invaluable to those that truly need help during hard 
times. I cannot express my thanks in words. . . I used to be very critical of social 
assistance programs such as this... But this experience has taught me that everyone needs 
help at some points during their lifetime, and I hope this will be the only time during my 
life that I require such assistance. Your program is a very valuable part of our social 
structure, and I encourage you to continue helping those in need. 

There is little I can add to the eloquence of this statement in underscoring the value and 
importance of SNAP for millions of Americans. With regard to the Department’s position, the 
Secretary has shared his commitment to President Obama’s vision for an economy that builds, 
creates and innovates. And I not only agree but confirm without hesitation that nothing makes us 
happier than for clients to be able to leave the program because they have secured good paying 
jobs. But until such opportunities are available for all who need them, we must make the 
program available to the eligible people who rely on it while they get back on their feet - a 
critical support in a nation where everyone gets a fair shot at success. 

Improving Nutrition and Health 
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USDA’s budget request for nutrition assistance programs is intended not only to support 
providing food to those who need it, but also promoting better diets and long-term health. Our 
key priority in this area is implementation of the historic Healthy, Hunger-Free Kids Act of 
2010, which reauthorized and improved USDA’s major child nutrition programs. Timely 
implementation is part of ensuring that all children have the nutrition they need to leam, to grow, 
and to pursue their dreams, and advancing our goal to end the epidemic of childhood obesity 
within a generation. 

The Department is working closely with State agencies and local program operators to 
move swiftly to make these reforms a reality across the country. In January, the First Lady and 
Secretary Vilsack announced the new school meal standards, which were largely based on 
recommendations from nutrition experts at the Institute of Medicine. The final standards do what 
is right for children’s health in a way that is responsible and achievable in schools across the 
nation. They seek to make the same kind of changes many parents are already trying to teach 
their children at home, such as substantially increasing offerings of fruits, vegetables, and whole 
grains; reducing saturated fat, trans fats and sodium; and setting sensible calorie limits based on 
the age of children served. In return for meeting these higher standards, they will receive 
increased Federal meal reimbursements - the first real increase in over 30 years. 

The Healthy, Hunger-Free Kids Act of 2010 makes a wide range of historic changes to 
the school nutrition environment. It supports community efforts to establish local farm to school 
networks, create school gardens, and source more local foods into their cafeterias. It strengthens 
local school wellness policies, the foundation for a healthier school environment, while still 
permitting local flexibility to tailor policies to their particular needs. And soon USDA will bring 
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healthy choices beyond the lunch line for all foods sold in school — including vending machines 
and the a la carte line - so that we make the healthy choice the easy choice. 

The nation’s nutrition objectives are also the central mission of the Center for Nutrition 
Policy and Promotion. Its work not only supports the nutrition assistance programs but also 
addresses the need to improve the diets of all Americans. Last June, the Center released 
MyPlate, the widely-acclaimed successor to the MyPyramid food guidance system. MyPlate is a 
new generation icon designed to prompt consumers to think about building a healthy plate at 
meal times, and to seek more information to support that effort through ChooseMyPlate.gov. 

The new icon is supported by a comprehensive communications plan that engages hundreds of 
public and private sector partners and focuses on transmitting Dietary Guidelines messages to 
consumers wherever they make food decisions. Reaction to MyPlate from educators, media, 
advocates, food producers and growers, and consumers alike has been extremely positive; it is in 
high demand from educators around the country. The Center expanded its reach with the release 
of the Spanish-language MiPlato as part of a suite of tools for the Hispanic community to stay 
healthy, active and fit, and recently launched the SuperTracker, which offers consumers access to 
customized nutrition information based on their food intakes. Since its release in late December, 
6,000 to 10,000 new users have registered with the SuperTracker. 

Let me turn now to a few highlights of the FNCS budget request: 

Supplemental Nutrition Assistance Program (SNAP) 

The President’s Budget requests almost $82 billion for SNAP, enough to serve an 
average of 46.9 million people each month in fiscal year 2013 - a decrease from the number of 
participants estimated for fiscal year 2012. We’ve also included a proposal in this year’s budget 
that builds on our current program integrity efforts to prohibit millionaires from receiving SNAP 
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benefits. Leaving open loopholes that could potentially allow SNAP assistance to be provided to 
households that do not need it risks undermining the credibility of the program and distracts 
attention from the real needs of low-income Americans who turn to SNAP to put food on the 
table. 

The Budget also fully supports authorized food purchases for the Emergency Food 
Assistance Program (TEFAP). Local food banks, soup kitchens and food pantries have seen 
increased demand for food assistance, and TEFAP plays a critical role in ensuring that these 
organizations have a stable source of food and administrative funds to get food to those in need. 

Child Nutrition Programs 

The Budget requests $19.7 billion for the Child Nutrition Programs, to assist State and 
local governments in serving nutritious meals to children in public and private schools, child care 
institutions, and summer recreation programs. The request includes $35 million to provide 
school meals equipment grants to school districts to purchase the equipment needed to serve 
healthier meals, improve food safety, expand access, and reduce costs by improving energy 
efficiency. These equipment grants would also support the establishment or expansion of the 
School Breakfast Program since our prior experience shows that lack of adequate kitchen 
equipment is a prime reason why many schools are not able to initiate or expand their breakfast 
programs. 

WIC 

The President’s Budget includes over $7.0 billion for the Special Supplemental Nutrition 
Program for Women, Infants and Children, or WIC, to ensure that all eligible persons seeking to 
participate can be served. The request will allow local communities to provide food, nutrition 
education and a link to health care to the 9. 1 million women, infants and children expected to 
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participate in the program. The budget request also includes $30 million to continue the work 
with State agencies, food retail vendors and the payments industry to implement WIC EBT 
nationwide by 2020. Recognizing the established benefits of breastfeeding for both mothers and 
infants, the budget sustains the investment in breastfeeding peer counseling at $60 million. 

Commodity Assistance Program 

The President’s Budget includes $254 million for the Commodity Assistance Program, 
including an increase of $10 million for the Commodity Supplemental Food Program (CSFP). 
Funding for CSFP continues to support the current caseload by providing supplemental food 
assistance to many low-income seniors and others struggling to meet their monthly food needs. 

In closing, let me say that the 2013 Budget reflects the critical role of nutrition assistance 
in promoting the nutrition and health of our people as we continue on the path to economic 
recovery. It makes the right investments for the programs to meet their missions effectively, 
while avoiding waste and sustaining a focus on integrity. Thank you and I would be happy to 
take your questions. 
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Center for Nutrition Policy and Promotion 

Statement of Rajen Anand, Executive Director 
Center for Nutrition Policy and Promotion 
Before the Subcommittee on Agriculture, Rural Development, 

Food and Drug Administration, and Related Agencies 

Thank you. Chairman Kingston, Ranking Member Farr and members of the Subcommittee, 
for allowing me this opportunity to present testimony in support of the Administration’s 
budget for fiscal year 2013. Iam especially pleased to have the honor of explaining the 
work of the Center for Nutrition Policy and Promotion, one of two agencies in the Food, 
Nutrition, and Consumer Services mission area. 

The Center for Nutrition Policy and Promotion serves as a recognized authority for 
providing evidence-based, scientific dietary guidance for the American public. With the 
Nation facing significant public health issues related to the quality of the American diet, 
particularly with regard to the need to reduce and prevent diet-related chronic disease risks, 
overweight, and obesity, I believe that the efforts of the Center for Nutrition Policy and 
Promotion are the key to promoting more healthful eating habits and lifestyles across the 
Nation. The Center’s functions, as part of the USDA’s Food, Nutrition and Consumer 
Services mission area, are driven by a core commitment to improve the health of 
Americans by developing and promoting dietary guidance that links the most recent and 
evidence-based scientific research to the nutrition needs of consumers. Thus, the Center 
has a critical role in how USDA meets its strategic objective to “promote healthy diet and 
physical activity behaviors.” 
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Improved Nutritional Well-Being and Healthful Lifestyles: Goal of Federal Nutrition 

Guidance and Education 

Recent studies report that obesity is a major public health problem among U.S. 
adults and children. America’s dietary and physical activity behaviors reveal disturbing 
trends. Since the mid-seventies, the prevalence of overweight and obesity has increased 
sharply for both adults and children. It is generally known that a combination of poor diet 
and sedentary lifestyle not only undermines quality of life and productivity, but also 
contributes to some of the preventable causes of death each year in the United States. 

Childhood overweight is associated with various health-related consequences. 
Overweight children and adolescents may experience immediate health consequences and 
may be at risk for weight-related health problems in adulthood. They have been found to 
have risk factors for cardiovascular disease, including high cholesterol level, high blood 
pressure, and abnormal glucose tolerance. With estimates indicating that annual obesity- 
related medical expenditures in the United States have reached $147 billion, the health of 
Americans is a serious and growing concern that must be addressed both for America’s 
well-being and for its fiscal health. 

Obesity and overweight have an impact on direct medical expenditures for 
prevention, diagnosis, and treatment; The most recent data (1999-2010) show that 16.9 
percent of U.S. children and adolescents are obese and 68.8 percent of U.S. adults are 
either overweight or obese. All considered, overweight and obesity are “weighing down” 
multiple systems, and millions of Americans — including children — must deal with the 
short- and long-term consequences of this national public health problem. 



229 


The lack of physical activity has been associated with a number of conditions, 
including diabetes, overweight and obesity, cardiovascular disease, and certain types of 
cancer. Supporting evidence indicates that less than one-third (31 percent) of adults are 
regularly physically active. By age 15, less than one third (3 1 percent) of children meet 
physical activity recommendations during weekdays. On the other hand, children and 
teens are spending more hours using entertainment media, such as television, video games, 
computers, and portable media players. By 2010, children and teens were spending over 7 
and one-half hours using one entertainment medium on a typical day, an increase of more 
than an hour from their usage pattern in 2004. 

USDA’s development and implementation of Federal nutrition guidance — 
including the Dietary Guidelines for Americans and ChooseMyPlate.gov, which outline 
the building blocks of a healthy diet, and also recommend at least 30 minutes of physical 
activity most days for the general population — are critical in helping to stem and 
eventually reverse some of these disturbing public health trends. It is important for 
children and teens, especially, to adopt more healthful eating behaviors that are balanced 
with physical activity for about 60 minutes a day for overall health and fitness that will last 
their lifetime. 


Implementing the 2010 Dietary Guidelines for Americans 
In January 201 1, the USDA and Department of Health and Human Services (HHS) 
released the seventh edition of the Dietary Guidelines for Americans, 2010, a science- 
based blueprint for promoting good nutrition and health. The Guidelines are the basis for 
Federal policy development in government nutrition programs and serve as the basis for 
dietary guidance and messages in nutrition education and public outreach. The Guidelines 
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provide advice for Americans, aged two years and older, about food choices that promote 
health and prevent disease, set standards for the nutrition assistance programs, guide 
nutrition research and education, and are the basis for USDA nutrition promotion 
activities. To promote the messages of the Guidelines, the Center for Nutrition Policy and 
Promotion uses on-line interactive tools at ChooseMyPlate.gov, as well as a variety of 
print materials, to reach the general public and targeted audiences. 

All nutrition assistance programs, a multiplicity of nutrition education and 
promotion programs government-wide, as well as private sector nutrition education and 
promotion use the Guidelines as their focal point. This includes the programs focused on 
promoting more healthful eating behavior for the general population that the Center for 
Nutrition Policy and Promotion administers as well as those administered by its sister 
agency, the Food and Nutrition Service, which focuses on serving two primary audiences: 
children and low-income populations. 

To support the development of the 2010 Dietary Guidelines, USDA implemented a 
new evidence-based system that was used by the Dietary Guidelines Advisory Committee 
(Advisory Committee) as it reviewed the most recent scientific literature. Historically, this 
Committee developed dietary recommendations by using a critical-review process to 
examine the literature that formed the basis of the science-based dietary recommendations. 
However, this process was not as rigorous as a system supported by a network of literature 
abstractors and an electronic framework, which is a more transparent approach that is 
known as an “evidence-based review” system. 

Over the past few decades, evidence-based systematic reviews have replaced expert 
opinion as the predominant basis for health-related treatment guidelines and policy. In 
response to this evolution, USDA, through CNPP’s efforts, established the Nutrition 
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Evidence Library to specialize in conducting systematic evidence-based reviews to inform 
nutrition policy and programs. Use of the Nutrition Evidence Library ensures compliance 
with the Consolidated Appropriations Act of 2001 or Data Quality Act, which mandates 
that Federal agencies ensure the quality, objectivity, utility, and integrity of the information 
used to form Federal guidance. 

The Nutrition Evidence Library also helped to ensure transparency. All of the 
evidence portfolios for each research question addressed by the 2010 Advisory Committee 
are posted on the Nutrition Evidence Library website (www.nel.gov). Therefore, the 
public has access to the Advisory Committee’s review of the scientific evidence used to 
support the Committee’s conclusions and recommendations submitted to the Agriculture 
and HHS Secretaries. 

USDA and HHS have committed to using the NEL to support the 2015 Dietary 
Guidelines Advisory Committee. The Nutrition Evidence Library staff has begun 
comprehensive monitoring of food and nutrition literature to support this important effort. 

USDA’s MyPlate Icon and ChooseMyPlate Encourage Healthful Eating 
Habits and Lifestyles 

While the MyPlate icon is a reminder to eat healthfully, ChooseMyPlate.gov is a 
web platform developed by USDA to translate the Dietary Guidelines into food-based 
recommendations and applications for the public. ChooseMyPlate.gov provides 
educational resources, messages, and personalized tips about nutrition and physical activity 
and extensive online interactive tools to promote healthy eating and a physically active 
lifestyle. 
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The USDA’s Center for Nutrition Policy and Promotion’s interactive website — 
ChooseMyPlate.gov — is devoted to promoting dietary guidance and educational materials 
that can help Americans improve their diet and become more physically active. Many 
Americans can significantly improve their overall health by making modest improvements 
to their diet and by incorporating regular physical activity into their daily life. 
ChooseMyPlate.gov helps people make those healthful choices: The Dietary Guidelines 
implemented at the website encourage flexibility in making choices to create a healthful 
eating pattern that meets nutrient needs and stays within calorie limits. 

ChooseMyPlate.gov has been extremely successful in reaching the public with 
scientifically based nutrition information. Since its launch in the fall of 201 1, there have 
been millions of visitors at the website and there are hundreds of thousands of registered 
users of its personalized, interactive dietary assessment and planning tools. In fact, the 
number of new registered users of the tools has been about 6000 each day since December 
2011. It is popular because visitors to ChooseMyPlate.gov have access to a wide variety of 
information and e-tools tailored to their needs and goals. Examples include the following: 
the new SuperTracker e-tool; the Blast-off Game for kids; information on healthy eating on 
a budget, 10-Tips Nutrition Education series, and sample menus and recipes; information 
about the strategic and community partnering program; and information for consumers and 
professionals. The SuperTracker, USDA’s state-of-the art e-tool that was released in 
December 201 1, is a comprehensive resource designed to help people make changes to 
their diet and physical activity. USDA believes that overcoming the health and nutrition 
challenges we face as a Nation is critical and that the SuperTracker provides consumers 
with an assortment of tools to help our Nation overcome those challenges. From the 
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responses received, ChooseMyPlate.gov appears to be on track to become one of the most 
visited government websites. 

Being responsive to addressing the nutrition information needs of Americans and 
ensuring that ChooseMyPlate.gov provides up-to-date information based on the 2010 
Dietary Guidelines for Americans requires efficient IT platform-based development and 
continual enhancements to serve the general population and specific audiences. Providing 
information to meet the nutrition needs of consumers requires multi-modal approaches that 
reflect the Department’s goal of transforming how we conduct business and continually 
improve our processes. 

USDA Food Plans Provides Model of a Healthful Diet at Minimal Cost 

USDA issues four Food Plans — the Thrifty, Low-Cost, Moderate-Cost, and Liberal 
Food Plans — that show people how to eat a healthful diet at various cost levels. The 
Thrifty Food Plan represents a minimal cost, nutritious diet; whereas, the other plans 
represent a nutritious diet at the second (Low-Cost Plan), third (Moderate-Cost Plan), and 
upper (Liberal Plan) quartiles of food spending. Each plan contains a set of market 
baskets, applicable to one of 15 age-gender groups, because different groups have different 
nutritional needs. Each market basket contains a selection of foods in quantities that 
reflect current dietary recommendations, food composition data, food prices, and actual 
consumption patterns. 

The Thrifty Food Plan serves as the basis for maximum allotments for the 
Supplemental Nutrition Assistance Program (SNAP). Often, the value of the Low-Cost 
Plan is used in bankruptcy courts to determine the portion of a person’s income to allocate 
to necessary food expenses. The value of the Liberal Food Plan is used by the Department 
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of Defense to determine the Basic Allowance for Subsistence (food allowance) rates for all 
service-members, who require a higher caloric level when they are undergoing basic 
training. The Low-Cost, Moderate-Cost, and Liberal Food Plans are used in USDA’s 
Expenditures on Children by Families report, which is used to set State child support 
guidelines and foster care payments, and many divorce courts use the values of the L1SDA 
Food Plans to set alimony payments. 

To help all consumers choose a diet that conforms to the 2010 Dietary Guidelines 
for Americans, CNPP recently? introduced a 7-day menu plan. Averaged over a week, this 
menu provides food choices that meet the recommended amount of key nutrients. Based 
on national average food costs, adjusted to 201 1 prices, the cost of this menu is less than 
the average amount spent for food, per person, for a 4-person family. 

President’s Budget Request for 2013 

The President’s Budget requests $8.7 million for the Center for Nutrition Policy 
and Promotion. During 2013, we will continue to implement a robust operation for 
communicating messages to the public at large and effective nutrition information to 
various subpopulations, especially schoolchildren. CNPP will be at the focal point of the 
research on the consumer- and health professional-tested, understandable and actionable 
nutrition guidance messages used by all of its Federal partners and many private sector 
partners. CNPP is maintaining and enhancing cutting-edge web-based systems designed to 
empower consumers with the best science-based advice to foster behavioral changes 
toward positive dietary practices and active lifestyle. CNPP will increase the distribution 
of educational materials, to help reduce the obesity epidemic, reduce incidences of diet- 
related chronic diseases through prevention-focused interventions, and improve the overall 
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health of Americans. CNPP will implement systematic evidence-based reviews of research 
on obesity and nutrition education interventions to determine the most effective 
communication strategies, the most effective classroom and community-based instructional 
designs, and the best methods of measuring the success of such interventions in terms of 
knowledge attainment as well as behavioral changes. CNPP will also continue evidence- 
based reviews that answer specific policy questions to provide an evidence base for food, 
nutrition, and nutrition education practice decisions. 

Specifically, the requested funds will allow CNPP to (1) continue supporting 
nutrition guidance with scientific evidence-based up-to-date research, (2) implement the 
2010 Dietary Guidelines for Americans to ensure that nutrition education has the greatest 
impact on diet quality, (3) engage in preparatory work for developing dietary advice for 
individuals from birth to two years of age, (4) continue to perform evidence-based 
systematic review of nutrition education research to guide effective nutrition education 
interventions in schools and communities and in preparation for the 201 5 Dietary 
Guidelines for Americans, and (5) continue to build, maintain, and evaluate educational 
tools and systems that Americans can use to apply the Dietary Guidelines, plan and assess 
eating patterns, and adopt behavior that leads to a more healthful eating and active 
lifestyle. 

With the support of the Subcommittee, we look forward to continuing to work 
toward improving the health of Americans by developing and promoting dietary guidance 
that links the best scientific research to the nutrition needs of all consumers. With this 
support, we will build and better promote personalized and individualized nutrition 
guidance tools that reach millions of Americans. Your support will help set the foundation 
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for future development of nutrition policy that is vital to addressing the growing problems 
associated with overweight and obesity and the related health challenges in America. 

I thank the Subcommittee for the opportunity to present this written testimony. 
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Food, Nutrition, and Consumer Services 

Statement of Audrey Rowe, Administrator 
Food and Nutrition Service 

Before the Subcommittee on Agriculture, Rural Development, 

Food and Drug Administration and Related Agencies 

Thank you, Mr. Chairman, and members of the Subcommittee for the opportunity to 
present the Administration’s fiscal year 2013 budget request for the Food and Nutrition Service 
(FNS). When Secretary Vilsack and Under Secretary Concannon asked me to serve as FNS 
Administrator, I was extremely pleased to have the opportunity to put my experience in the 
private sector as well as in leading programs at the State level to work to effectively manage the 
Federal nutrition assistance programs. As the Under Secretary noted, these programs continue to 
be a critical support for millions of American families impacted by the recent economic crisis 
and help them keep food on the table as they get back on their feet. 

Strengthening Service in a Time of Limited Resources 

Like other Federal agencies and, importantly, our State partners, we have faced twin 
challenges of rising demand for program services and declining administrative resources. 
Secretary Vilsack has made clear to the entire USDA team that whatever constraints we face, 
providing world-class performance in meeting our mission is the only option. I want to describe 
some of the key initiatives we have undertaken to meet this charge - to become a leaner, more 
effective organization that provides the best value for the American taxpayer. 

The Under Secretary mentioned the Secretary’s Blueprint for Stronger Service. As part 
of this effort, FNS is undertaking a number of changes to increase efficiency and reduce costs: 
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• We reviewed field operations across the country and are moving forward with plans to close 
3 1 offices in 28 states. Advances in cloud technology provide an opportunity for the 
seamless transition of affected FNS employees from the closed field offices to other existing 
offices or virtual locations that provide the same level of service to which their clients have 
become accustomed. USDA stands to save over $800,000 annually as a result. 

• We have implemented a position control process that ensures a thorough review and careful 
consideration of proposed hiring actions to ensure that limited staff resources are focused 
strategically on mission critical functions. 

• We are training staff to implement continuous process improvement methodologies to 
reengineer our discretionary grants function, resulting in a streamlined process that will 
reduce processing times and improve communication within FNS and with grantees. We are 
also exploring options to reengineer the process for authorizing and overseeing retailer 
participation in SNAP to maximize resources, gain efficiency, and improve our efforts to 
fight fraud and ensure integrity. 

• Over the past year, we have cut the travel and supply budgets by 20 percent. We’re also 
reducing the number and costs of printed materials and telecommunications devices for 
employees. These reductions in FY 2012 are allowing FNS to maintain staff and direct 
resources to the highest priorities and most effective investments. 

There is much left to do, and we plan further reductions in 2013 to comply with the President’s 
Executive Order on Promoting Efficient Spending. 1 am confident that the changes we’re 
making will strengthen our organization and improve our ability to deliver value to the American 
people. 
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Supporting State and Local Partners - A Mission-Critical Responsibility 

In addition to making operational reforms within FNS, much of our work has focused on 
helping State agencies manage their operations effectively in the face of substantial reductions in 
administrative resources. Even with record SNAP caseloads, for example, some human service 
agencies have been forced to implement staff layoffs or furloughs because of State budget 
limitations. Since every benefit we deliver is through partnership with a State agency, to meet 
our mission we must support States in responding to these challenges, while ensuring they 
provide good customer service to clients and meet national standards for eligibility, benefit 
levels, and client rights. Key initiatives in this area include: 

• Promoting the use of administrative flexibilities in SNAP, including certain waivers and 
State options, to assist States with workload management while easing the burden of the 
application process for recipients, many of whom are new to the program. Strategies that 
allow States to align some SNAP eligibility requirements with other means tested programs; 
streamlined interview processes to target worker time to critical cases; and increased use of 
telephone interviews can ease burdens for States and clients. 

• Facilitating business process improvements and reengineering, highlighting best practices 
and working with States to find efficiencies without compromising customer service or 
program integrity. We use Federal State Exchange funds to support State to State travel to 
share innovative processes. 

• Establishing a one stop “Modernization Central” page on our State partner intranet which 
provides information on policy options, waivers, technology and workload reduction 
strategies, and administrative process improvements. 
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• Continuing to promote direct certification in the school meals programs, which allows 
schools to provide free meals to children participating in SNAP and other means-tested 
programs without another application. This reduces red tape for the schools and parents and 
potential errors for schools while easing access for eligible families. The Healthy, Hunger- 
Free Kids Act of 2010 provides new ways to improve direct certification and incentives for 
States to improve performance. 

• Improving low-income children’s access to healthy food during the summer, when school is 
not in session. FNS is promoting the use of waivers to simplify Summer Food Service 
Program operations for State and local providers, including eliminating meal time 
restrictions, easing application rules for experienced sponsors, and simplifying requirements 
for site visits so sponsors can target their resources on sites that need additional oversight. 

• Working with WIC State agencies to support the transition to electronic benefit transfer 
technology. Statewide EBT implementation in WIC increased from one State in 2002 to 10 
in 2011. Currently, seven additional State agencies are in the implementation phase of WIC 
EBT and 39 State agencies are in the planning phase. 

As someone who has led these programs at the State level, I am keenly aware of the importance 
of doing all that we can to enable the States to succeed - for their success is our success. By 
pairing flexibility in how programs are operated with strong accountability for outcomes such as 
customer service and payment accuracy, FNS can foster a partnership that delivers excellence for 
our clients, and for the American people. 

Keeping the Public Trust with Strengthened Integrity 

As Under Secretary Concannon observed, we cannot accomplish the mission of these 
programs without a strong and sustained effort to ensure that we minimize waste, and fight to 
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eliminate or prevent fraud and abuse. To that end, we have made improving integrity a top 
priority in program administration. 

At a time of historic and unprecedented growth in SNAP, our program integrity efforts 
continue to yield results. Our most recent measure of errors, 3.81 percent in FY 2011, is another 
record low, representing an overpayment rate of just over 3 percent and an underpayment rate of 
0.75 percent. While this is a significant accomplishment and demonstrates that the right amounts 
are getting to the right people, we’re not resting. We are stepping up efforts to focus on States 
with error problems, provide technical assistance and promote best practices. 

Trafficking, the sale of SNAP food benefits for cash, has decreased significantly over the 
past 15 years, falling from roughly four cents to just one cent of each benefit dollar between our 
first assessment in 1993 and the most recent estimate for 2006-2008. But no level of this illegal 
activity is acceptable to us. The Under Secretary mentioned some of the changes that we have 
made and are pursuing in our retailer policies. I want to report that these improvements are 
matched with updated surveillance systems and business processes to stay ahead of bad actors: 

• USDA is redesigning the Anti-Fraud Locator for Electronic Benefit Transfer Transactions 
(ALERT) system with more advanced technology and analytical tools drawn from the best of 
the private sector. ALERT monitors electronic transaction activity and identifies suspicious 
retail grocers for analysis and investigation. The new system will allow FNS to quickly 
implement advanced detection scans as new fraud schemes are identified, utilize GIS 
mapping to better target high risk areas, and build new complex data models. USDA is on 
track to implement these improvements by June 2012. 

• We are and will continue to distribute policy guidance to States on additional steps available 
to them to combat trafficking among recipients. Some States would like to take stronger 
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investigative actions against households that request an excessive number of replacement 
benefit cards. USDA is offering examples of what States are currently doing in this area and 
what is possible within current policy limitations. Our guidance also underscores States’ 
responsibility to use the results of FNS retailer actions to investigate and penalize recipients 
that may have been involved in trafficking with that retailer. 

• We are finalizing rules that expand and clarify the definition of trafficking to include abuse 
of container deposits and the sale of benefits. A proposal was published in June 2011 for 
public review and comment - a final rule will be published shortly. We have also clarified 
that intent to sell benefits, such as by posting on social networking sites, can result in 
disqualification. 

• We are strengthening sanctions and penalties for retailers to allow USDA to take more 
aggressive action against those that violate program rules and give responsible retailers a bad 
name. USDA will publish a proposed rule for public comments in Spring 2012. 

• We are taking action to prevent disqualified SNAP retailers from doing business with other 
Federal agencies. FNS is participating with the General Service Administration’s Excluded 
Parties List System (EPLS), and is putting procedures in place to file information on 
disqualified stores with the EPLS so other agencies will know to avoid contracting with 
them. 

• We are strengthening our partnership efforts with States to increase and improve our 
collective efforts against trafficking - both from the retailer side and the recipient side. 
USDA is sharing State best practices regarding program integrity and listening to what they 
have to say about possible policy changes that would help in this effort. 
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• And as I noted, we are reengineering FNS retailer management to improve efficiency, 

integrity and coordination. This will further strengthen FNS’s ability to combat abuse in the 
future. 

These improvements build on a robust program of enforcement activity. In FY 201 1, FNS 
analysts and investigators reviewed over 15,000 stores and conducted nearly 5,000 undercover 
investigations. I had the opportunity to join FNS investigators in an undercover operation as part 
of a thorough review of our enforcement activities, and I can personally attest to their courage 
and skill. Their efforts resulted in more than 1,200 retailers permanently disqualified from 
SNAP for trafficking in 2011, and another 760 retailers sanctioned for lesser violations. And we 
recently announced results for the first quarter of FY 2012 - FNS took action against over 500 
violating stores. Our new strategies will make future efforts even more effective. 

We are also working to improve management and reduce improper payments in the child 
nutrition programs, without compromising access for eligible children. The Healthy, Hunger- 
Free Kids Act of 2010 provided FNS a variety of new tools to strengthen integrity and oversight. 
For example, the Act increased the frequency of administrative oversight reviews from once 
every 5 years to once every 3 years. In addition, the Act provides alternatives to application 
systems in low-income areas that reduce the number of paper applications that are processed 
manually. The Act establishes criteria and procedures for local school districts that demonstrate 
high levels of administrative error by having an individual or entity independently review the 
initial eligibility determinations for free and reduced-price school meals for accuracy. These 
new strategies build on our ongoing efforts to support and encourage schools and State education 
agencies to focus on correcting problems that lead to error: 
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• The agency has issued guidance to States and schools on the certification process to promote 
rigorous and careful review of applications and proper determination of eligibility; 

• FNS has trained staff in every State agency to ensure effective monitoring of schools 
operating the programs, so that problems are identified early and corrective action is focused 
on poor-performing schools; and 

• FNS has directed State agencies to make more thorough use of annual verification data to 
focus corrective action in school districts with evidence of certification problems. 

As implementation of these management improvements proceeds, we are also preparing to repeat 
a study to measure the level of improper payments, last conducted in School Year 2005-06. Data 
collection will get underway during the next school year. 

All of these efforts - the changes we are making in FNS operations, our support for and 
partnership with States, and our continued action on integrity - are critical to making sure that 
every taxpayer dollar that we invest in these programs yields the greatest possible results for the 
people we serve. Americans deserve, and should expect, nothing less. 

Let me turn now to a few highlights of the FNS budget request: 

Child Nutrition Programs 

The budget requests $ 19.7 billion for the Child Nutrition Programs, to assist State and 
local governments in serving nutritious meals to children in public and private schools, child care 
centers and family day care homes as well as summer recreation programs. This level of funding 
will support an expected increase in average daily lunch participation from 32.0 million children 
in FY 2012 to 32.4 million children in FY 2013. In addition, breakfast participation is expected 
to grow from 12.7 million to 13.1 million children per day. While participation is still rising, the 
percentage of meals projected to be reimbursed at free and reduced price rates has leveled off 
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after high growth in the past few years, and is expected to decline slightly in FY 2013 from 
historic highs in FY 2012. 

The budget request also includes $35 million for School Meals Equipment Grants, which 
will make a significant investment in meeting unmet needs for equipment assistance. The grants 
will allow school districts to purchase the tools needed to serve healthier meals, improve food 
safety, close the access gap at breakfast, and reduce costs by improving energy efficiency. 

W1C 

The President’s Budget includes $7.04 billion for the Special Supplemental Nutrition 
Program for Women, Infants and Children, or WIC, to ensure that all eligible persons seeking to 
participate can be served. This year’s request will allow local communities to provide food, 
nutrition education and a link to health care to the 9.1 million women, infants and children 
expected to participate in the program. The budget request also includes $30 million to continue 
the work with State agencies, food retail vendors and the payments industry to implement WIC 
EBT nationwide by 2020. There are currently 55 State agencies in various stages of WIC EBT 
implementation, including 6 States and a number of Indian Tribal Organizations where EBT is 
operating state-wide. These include Michigan, Kentucky, Texas, New Mexico, Wyoming, and 
Nevada. The budget request also continues to support and encourage breastfeeding. The 
scientific information on the benefits of breastfeeding for both the mother and the infant 


continues to grow, so as an investment toward supporting women who choose to breastfeed and 
helping children get the most healthful start in life, the budget maintains the amount available for 
breastfeeding peer counseling at $60 million. 
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Supplemental Nutrition Assistance Program (SNAP) 

The President’s Budget requests about $82 billion for SNAP, enough to serve an average 
of 46.9 million people each month in fiscal year 2013, which is a reduction from the estimated 
number of participants in FY 2012. This reduction in participation is a reflection of the predicted 
improvement in the unemployment rate from an average of 9 percent in FY 2012 to 8.6 percent 
for next year, based on economic conditions that prevailed in mid-November. We’ve also included 
a proposal in this year’s budget that builds on our current program integrity efforts and prohibits 
millionaires from receiving SNAP benefits. Leaving open loopholes that could potentially allow 
SNAP assistance to be provided to households that do not need it risks undermining the 
credibility of the program and distracts attention from the real needs of low-income Americans 
who turn to SNAP to put food on the table. 

Commodity Assistance Program 

The President’s Budget includes $254 million for the Commodity Assistance Program, 
including an increase of $ 10 million for the Commodity Supplemental Food Program (CSFP). 
Funding for CSFP continues to support the current caseload by providing supplemental food 
assistance to many low-income seniors and others struggling to meet their monthly food needs. 

Nutrition Programs Administration 

We are seeking $143.5 million to support the work ofFNS. 

The budget request includes a very modest increase of $2.5 million to allow FNS to 
maintain a steady staffing level in the face of increased need for oversight and technical 
assistance. At a time of continued dramatic growth in nutrition assistance programs, there has 
been a serious erosion of FNS staffing levels - from a level of 2,500 staff years in 1 980 to 1 ,600 
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staff years in 2000, to fewer than 1,400 staff years today. Agency staff has declined by 9 percent 
since 2002, while the overall Federal civilian workforce grew by over 17 percent in the same 
period. At the same time, the programs have become more complex with increasing 
requirements to improve integrity, quality, timeliness, access and outreach. 

Robust Federal oversight, monitoring and technical assistance are essential to the 
identification, prevention and resolution of problems needed to maintain the high levels of 
program integrity and fiscal stewardship that are essential in preserving the public’s confidence 
and support for the nutrition assistance programs. FNS’ administrative expenses from all sources 
represent about two-tenths of 1 percent of the total program dollars for which we have 
responsibility. This modest $2.5 million increase is an investment that will allow us to continue 
effective stewardship of $ 1 1 5 billion in nutrition program resources. 

Finally, the request for NPA includes $2 million for the Congressional Flunger Center, 
the same as in FY 2012, to ensure it can continue its important work. 

Mr. Chairman and members of the Subcommittee, 1 appreciate the opportunity to present 
this budget request to you. I would be happy to address any questions you may have. 
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Mr. Kingston. Thank you, Mr. Secretary. And does anyone else 
on the panel have a statement? [No response.] 

You know, on this Iowa client, could we get her name and num- 
ber? That would be, I think, useful to members if they want to talk. 
Because I think it is very important for us to talk to the users any 
chance we get. 

Mr. Concannon. Agreed. I will certainly talk with the Iowa De- 
partment. 

Mr. Kingston. That is right. And I think people need to hear 
these kinds of stories. 

Mr. Concannon. I mean, it is what we often say. It is the new 
faces of SNAP people. You know, I have been from one end of the 
country to the other and heard, either in State offices or food 
banks, people use the expression, “I never thought I would find my- 
self in this circumstance.” I suspect this individual, as she points 
out, was one of those. 

SNAP REDEMPTIONS AT WAL-MART 

Mr. Kingston. Thank you. We heard a statistic, that 24 percent 
of Wal-Mart’s business comes from food stamps. We have not been 
able to verify that. I was wondering if you had heard anything. 
And I could not find it online, either. And we could not get Wal- 
Mart to verify it, either. But that was brought up in our hearing 
with the Secretary. 

Mr. Concannon. I can say this about Wal-Mart generally. Now, 
I am not from the company, but it is generally viewed in the super- 
market world that Wal-Mart nationally, I think, has something on 
the order of 23 or 24 percent of all supermarket business. So that 
statistic, I would not be surprised by that. We cannot officially say 
that in terms of proprietary information. 

Mr. Kingston. Yes. 

Mr. Concannon. But I would expect that their portion of SNAP 
beneficiaries would be in excess of 20 percent. 

Mr. Kingston. I just wanted to go back to the record on the pre- 
vious hearing, that we were not able to verify that statistic at all. 
And so if anybody wants to join in, I will yield time. But where are 
you going to find that? 

Mr. Farr. If they have how much percent of the entire market? 

Mr. Kingston. Twenty-four. 

Mr. Concannon. I have been told about 24 percent — again, not 
from Wal-Mart 

Mr. Kingston. Of all grocery markets. 

Mr. Concannon [continuing]. But from other folks. 

Mr. Farr. Well, why would that not logistically be the same for 
SNAP? 

Mr. Concannon. Yes. I mean, it would have a significant — you 
know, I do not know the demographics of who shops at Wal-Mart, 
but I suspect that it is in that range. 

Mr. Kingston. That a fourth of their sales comes from SNAP? 

Mr. Concannon. No. That would not mean that, no. That would 
mean 

Mr. Kingston. But that is, as I understood, the statistic. 

Mr. Concannon. No. 
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Mr. Kingston. That 24 percent of Wal-Mart’s business comes 
from SNAP. 

Mr. Concannon. I do not think that that — no. Respectfully, I 
think what somebody was saying was 24 percent of the SNAP re- 
demptions in the country may end up at a Wal-Mart store. But I 
would expect that as a percentage of their business, it would be 
less than that. It is probably in the teens as a percentage of their 
overall business. 


ERROR RATE DEFINITION 

Mr. Kingston. Okay. I am curious about your error rate defini- 
tion. And I know that you have a proposal now that is increasing 
the allowance from $25 to $50 of overpayment, or however you de- 
fine it, as not being an error. And I know this 3.8 percent does not 
include that, but next year’s statistics would. 

And I know that many Administrations play games with defini- 
tions in order to show improvements; for example, right now we 
have 4 million people who are unemployed who are not counted as 
being unemployed. I think 1.9 million are discouraged worker syn- 
drome, and then the balance of it is actually people who just have 
not looked for a job in four weeks. And so it makes the unemploy- 
ment number look like it has gone down when in fact we still have 
16 million people unemployed. 

So if we are calling our own balls and strikes and doing our own 
pitching, do we have integrity as to what the error rate really is 
or what the definition of error is? 

Mr. Concannon. Mr. Chairman, we indeed have integrity on the 
error rate. I can say this. I was a career State department head 
for 25 years in three States. And I can tell you that States very 
consciously and very purposely focus on that error rate. Over the 
years, in fact, I used to complain that FNS obsessed about error 
rates and did not, frankly, do enough — focus enough — on access. I 
think there is more of a balance currently in that regard. 

But the Chair, you are correct, that the error rate is very defi- 
nitely influenced by the tolerance rate in the income of a house- 
hold. And this is how it works. If I come in and apply for the SNAP 
or the food stamp program and I indicate that next month my in- 
come is going to be — I am going to make this up — $250, and if I 
am an hourly rate person and next month, guess what, the com- 
pany says to me, do you want to work an extra four or five hours, 
and my income ends up being $285, then in a $25 tolerance rate, 
that would be an error. 

So the $50 range is provided because we live in a world in which 
we want States to encourage households to earn income, earnings. 
So that $50 tolerance level does have an effect on the error rate. 
But the $25 error rate in a world in which we are encouraging peo- 
ple to work was completely out of reality in terms of our States. 

So we are not cooking the books, if that is what — your concern 
is a legitimate one in that regard. But the error rate has definitely 
come down in State agencies. But there is also an effect, I want to 
point out, Mr. Chairman, on the error rate by virtue of States ac- 
cessing something called broad-based categorical eligibility. 

And the reason I cite that is that assets for State eligibility work- 
ers or county eligibility workers across the country, ascertaining 
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what an asset’s value is, was frequently one of the most common 
sources of error. 

So a combination of the $50 tolerance range — again, which is 
functionally related to encouraging people to work — and broad- 
based categorical eligibility, those two factors alone help contribute 
to this record low error rate. 

SNAP REDEMPTION AT WAL-MART 

Mr. Kingston. Thank you. I am out of time. Mr. Farr, if you do 
not mind indulging me for another minute on this Wal-Mart thing. 

The statement was from the Secretary that 24 percent of their 
business is SNAP beneficiaries. That is what the Secretary said 
last week about Wal-Mart. 

I only want to clarify it for folks, that is all. 

That would be $105 billion in food stamp business alone. That 
would mean everybody on food stamps goes to Wal-Mart, which is 
not the case. They might go there for other reasons. 

Mr. Concannon. I think what is really intended, what is close 
to the mark, is that 24 percent of the SNAP redemptions in the 
country end up at a Wal-Mart store. That does not then represent 
24 percent of Wal-Mart’s business. It represents 24 percent of the 
SNAP redemptions. 

Mr. Kingston. Mr. Secretary, you have been before this com- 
mittee for many years. I think in the last several years, starting 
with Ms. DeLauro, we have been a lot more in the weeds on things 
like this. 

I think it is more productive. We do not mind going back to 
things. 

Thank you, and I yield back. 

Mr. Farr. Mr. Chairman, I think you made a really good point, 
that the stimulus package really works. When you get money in 
the hands of poor people, they spend it. [Laughter.] 

Mr. Kingston. The gentleman’s time has totally expired. [Laugh- 
ter.] 

SNAP IN CALIFORNIA 

Mr. Farr. I am very interested in California. California seems to 
have an awful lot of people that are qualified for SNAP that do not 
get access to it. 

California also has a very complicated, and in my opinion, costly 
bureaucratic administration system. 

Could you clarify some of that for me? What does California need 
to do? We met with the Governor last night. One of the things we 
mentioned to him was that he ought to clean up the state so they 
can have more people eligible and spend less money on administra- 
tive costs. 

Mr. Concannon. Thank you very much for that question. Cali- 
fornia is a State that we pay careful attention to, both because of 
its size, 35 million plus people, but also in SNAP, California has 
both the highest rate of administrative costs per case per month. 

The monthly management or administrative cost for SNAP 
across the country is in the $27 per case per month range. 

California’s monthly administrative costs are in the $60 range, 
more than double the national average. There are reasons for that. 
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California has some policies that most other States in the coun- 
try do not have. Up until a month ago, California fingerprinted 
folks. That is expensive and time consuming. That was unique to 
California, Arizona, and now New York City. 

California had a policy until several months ago of what are 
called “county to county transfers,” where if a person moved from 
Oakland across the Bay to San Francisco or vice versa, their SNAP 
benefit ended as though they had moved from one State to another. 

Only two other States have that policy, New Jersey and Wyo- 
ming or Montana, one of those two States. 

That is both expensive and a deterrent to individuals. 

California also is the only State in the country that requires 
SNAP beneficiaries or “CalFresh,” as it is called in California, to 
report their income quarterly. 

Those are just some of the most prominent policies. Plus, it is a 
county-based system where the technology systems — there are 
three different information technology systems in California with 
58 counties in the State. They do not speak to one another. Coun- 
ties cannot readily share information if they are not part of that 
consortium. 

Those are just some of the most prominent factors. 

This Administration, happily with the work of the legislature, 
ended fingerprinting, finger imaging in December. The county poli- 
cies — we know poor people move at a higher rate than the rest of 
us. That was an additional burden, both for the consumer and for 
the county offices. 

They eliminated that in July of this past year. The quarterly re- 
porting, the legislature has recently passed a bill that will allow 
quarterly reporting to end, to go to six months reporting, which 
will cut it in half in terms of a business process, by November of 
2014, I think. 

I have been encouraging them to expedite that, to move to that 
six months reporting. Many States have annualized reporting or 
even six months reporting. 

There are steps the State can take that would result in better 
services to Californians at a time when they need it, and less cost. 

There are a number of States that do great work. I often point 
to Florida. During Governor Crist’s time in Florida, they had tre- 
mendous budget challenges as the housing market really collapsed. 
They had to lay off thousands of State workers. 

Florida still has the highest payment accuracy rate in the coun- 
try. They have done that by engaging not-for-profit groups and 
other organizations. It is a very diverse population, too, not unlike 
California, where there are many, many languages, many, many 
cultures, and yet Florida has been able to adequately address that. 

Mr. Farr. Thank you. 

Mr. Kingston. Mr. Latham. 

Mr. Latham. Thank you, Mr. Chairman. Welcome, good to have 
some Iowans here, good background. 

INFANT NUTRITION 

I would really like to applaud the Agency’s development and cir- 
culation of balanced science based information on infant feeding for 
families, given the rising obesity epidemic and statistics showing 
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that some parents are feeding solid foods too early, as well as the 
wrong kinds of foods. 

It is important to have accessible, non-biased user friendly infor- 
mation for parents, and USDA has been a leader in that. Let’s hope 
that other agencies will adopt your approach. 

Can you tell us what you have done to encourage a more cohe- 
sive approach toward infant nutrition that provides that kind of 
balanced science based information to parents? 

Mr. Concannon. Yes, thank you very much. The WIC Program, 
as you know, the Women, Infants and Children’s Special Supple- 
mental Nutrition Program, serves more than 50 percent of all the 
births and infants in the United States, reflecting again on chil- 
dren being born into low-income households. 

It is one of the most effective preventive health programs. I think 
the reference you are making, particularly in WIC — number one, I 
want to point out that in the WIC Program, we promote and en- 
courage breastfeeding. Breastfeeding has tremendous benefits for 
the mother, for the child, that extends right up into later years of 
life to prevent obesity. 

Our breastfeeding rates have been going up, but for low-income 
Americans, they are not as high than for people with more re- 
sources. There are reasons 

Mr. Latham. If I may just interrupt, apparently in WIC, women 
still breastfeeding at six months is almost 19 percent, and 37 per- 
cent in non-WIC mothers. Why? 

Mr. Concannon. One, we still have situations in the country 
where people, for example, work in the Government, who are much 
more likely to have access to lactation rooms and that kind of sup- 
port for breastfeeding mothers. 

If I am an hourly worker in a fast food restaurant, I am a lot 
less likely to have that kind of support and accommodations. 

Part of it is the support around us and access. Part of it is just 
the sheer need for people to work and participate in the workforce, 
and part of it is the encouragement for low-income households, for 
women to be able to breastfeed. 

It is a variety of factors. We are very focused on that. Congress 
has directed us and supported us to try to make improvements on 
both the breastfeeding initiation rate but also the retention rate. 
Again, we know the benefits are tremendous. 

In cases where either women cannot or elect not to breastfeed, 
then it is important for us to make sure that we are providing sup- 
port and encouragement to them to make sure that their children 
are getting adequate nutrition. 

Mr. Latham. What other agencies do you work with to try to get 
that information out? 

Mr. Concannon. We partner up with the Health Resources and 
Services Administration, HRSA, over in the U.S. Department of 
Health and Human Services. 

That is the source across the country of federally qualified health 
centers in States. I saw them in action in Iowa and elsewhere, 
where they serve a variety of people, especially low-income folks. 
We try to partner up with federally qualified health centers. 

In the dietary guidelines, for example, that Dr. Anand’s col- 
leagues produced this past year, currently those dietary guidelines 
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do not address the age group from zero to age two. That has his- 
torically been the case. 

We have been communicating, and in concert with the American 
Academy of Pediatrics and other medical groups saying, we really 
need to make sure that in that gap from birth to two we are all 
singing the same message, so to speak, about the importance of 
starting kids off in the right way, not giving kids sugar-based 
drinks early in their life, making sure we are adhering to what we 
know to be decent nutritional standards. 

We work with a variety of groups in that regard. 

Mr. Kingston. The gentleman’s time has expired. You have ten 
seconds. Five. Four. [Laughter.] 

Mr. Latham. I will yield back at this point. 

Mr. Kingston. Mr. Bishop. 

Mr. Bishop. Thank you, Mr. Chairman. Welcome, Mr. 
Concannon, and all of your associates, welcome to the Committee. 

FRESH FRUIT AND VEGETABLE PROGRAM 

Let me just first commend you on your Fresh Fruit and Vegeta- 
bles Program, which I think has done a great job of making fruit 
and vegetable snacks available at no cost to all the students in the 
participating schools. 

I am glad the pilot appears to have been a success, and that per- 
manent programs are now available in select schools in all 50 
states. 

In Georgia, children’s access to healthy fresh fruits and vegeta- 
bles is being enhanced by about $4 million worth of fresh fruits and 
vegetables that are being made available. 

I think it is a win-win for both the students and our local farm- 
ers. 

I notice that the schedule for allocating the Fresh Fruit and Veg- 
etable Program funds is split, and there are some State directors 
who are not able to spend their funds in accordance with their own 
estimates and the required time line. 

The budget request for the grants to the States is for “X year 
funds,” meaning they will be available until they are expended. 

Are there delays in States spending relative to the amount of 
time it is taking State agencies to authorize individual farmers or 
farmers’ markets and road side stands, delays in getting the FNS 
funds out the door, and if so, what can you do to facilitate the 
States’ authorization processes, and how can we make sure that 
the program runs efficiently so there is little carry over at any 
level, so the best practices can be shared from one State to the 
other, one program to the other? 

Mr. Concannon. Thank you very much, Congressman, for that 
question. The Fresh Fruit and Vegetable Program is targeted at 
schools across the country, elementary schools, that serve low-in- 
come children at rates higher than 50 percent. That is, more than 
half of the children in these schools must be receiving a free or re- 
duced price meal based on family income. 

I have seen that program in action out on the West Coast all the 
way up into New England. It is a tremendous program. It has been 
a huge success, as you know. 
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Teachers applaud it. School nutrition folks applaud it. We know 
all of us as Americans, adults, we do not eat enough fruits and 
vegetables in our own diets, and poor children have more chal- 
lenges in that regard, especially if they live in neighborhoods where 
the stores do not stock adequate supplies of that. 

It is both an investment in the health of the child but also in fu- 
ture eating habits. 

We have a delay built into the bill. I have been reminded of this, 
in terms of the appropriation, of $113 million, I believe it is. That 
money actually eventually gets spent. I believe the budget request 
that we have this year for the Fresh Fruit and Vegetable Program 
is in excess of $160 million or thereabouts. 

It is ultimately all expended. There is delay. 

Part of your question, I think, may pertain to the USDA Com- 
modities Program as well. Right now, that is a one-year appropria- 
tion, when we purchase commodities, and should Congress so de- 
sire to allow those funds to be appropriated in two-year cycles, it 
would allow State agencies that work with food banks or with 
school systems to carry those funds from year to year. 

It would not increase the financing, but it would allow them — 
often times, these are estimates, estimates based on the cost of 
foods or availability. I think a two-year option would be one that 
would be very helpful in that regard. 

Mr. Bishop. We have not really gone to a two year cycle here 
with our budgeting process. 

My question is really what can you do to help the States to be 
able to get it done in a timely fashion so you do not have to worry 
about the carry over, and so we can feed hungry people, and make 
sure they are better, rather than having a carry over from year to 
year? 

Mr. Concannon. We are focused with States on training and 
technical assistance. I will say this much, because we are also pro- 
moting more local sourcing, local purchasing of fruits and vegeta- 
bles, that we have been bringing State agency people together in 
something we call “Produce Safety University” here centrally, but 
we are also bringing that same training on the road. 

We are bringing it up to Connecticut next year for people in the 
northeast part of the country, to see whether we can again further 
influence schools, both on timely use of those products, ordering 
them, so that the orders are received in time, and making sure that 
they are availing themselves of the fruits and vegetables that we 
contract for through the Department of Defense. 

We have a partnership with the Defense Logistics Agency in 
Philadelphia, where they purchase about $100 million a year for us 
in those products. 

Mr. Kingston. Mrs. Emerson. 

Mrs. Emerson. Thanks. Let me say something. We have actually 
worked on some really creative ways to get fresh fruits and vegeta- 
bles into some of our schools. 

I actually have this former rice and cotton farmer who decided 
to start some hydroponic vegetable growing. He does lettuce, toma- 
toes, cucumbers, green peppers. All of that which he grows now 
goes to schools. I want to say 23 schools in our district. 
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We should get together and let me tell you about it. It is a great 
public/private partnership. It is very, very effective. The kids actu- 
ally like this stuff. 


INFANT NUTRITION 

Thanks for being here, Secretary Concannon. Let me associate 
my comments with Mr. Latham’s with regard to breastfeeding and 
the guidelines and your encouragement of breastfeeding. 

Mr. Chairman, I would like to submit a published document on 
infant nutrition for WIC moms that is really good. 

[The information follows:] 
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Feeding Your Baby in the First Year 

Breast milk is the best food for yoor baby! Breast milk provides the right mix of nutrients your baby needs to grow and 
develop. If you are away from your baby, you can provide your baby with expressed breast milk. This ensures your baby 
receives the best nutrition possible. When breast milk is not available, iron-fortified infant formula is an appropriate 
alternative for your infant’s first year of life. Here are a few tips on what to feed your baby during the first year of life. 



Birth - 4 month old baby 



• Breastfeed whenever your baby desires, or every 2 - } hours. 

• If formula feeding, provide iron-fortified infant formula. Your child’s health care provider can help you 
determine how much infant formula to feed your baby. 

• Never feed sweetened beverages, cow’s milk, juice, cereal, sweetened gelatin or other foods to your 
baby in a bottle. Sweetened beverages include: water sweetened with sugar or honey, soda, sweetened 
iced tea, fruit drinks, punches, or ades, or other sweetened drinks. 


4 - 6 month old baby 



• Continue providing breast milk whenever your baby desires, or 5 feedings per day. 

• If formula feeding, continue to provide iron-fortified infant formula. Your child's health care provider 
can help you determine how much infant formula to feed your baby. 

• At this age, your child's health care provider is able to tell you if your baby is developmental^ ready to 
try infant foods. 

• It is important to only Introduce one new, single ingredient food to your baby every 5 days. Be sure to 
watch your baby for signs of a reaction, such as rash, wheezing, or diarrhea after feeding a new food. 

• If your child's health care provider recommends introducing solid foods, small amounts of infant foods, 
(1-2 Tb of each food per day), is all your baby needs. Introduce iron-fortified infant cereals, plain strained 
or pureed cooked vegetables, fruits, and protein-rich foods such as meats, egg yolk, and legumes, 

• Your child's health care provider may recommend feeding your baby a small amount of sterile water 
(4 to 8 ounces per day) in a cup when foods rich in protein are introduced. Check with your child’s 
health care provider concerning your baby’s water needs. 



• Continue providing breast milk whenever your baby desires, or 3-5 feedings per day. 

• If formula feeding, continue to provide iron-fortified Infant formula. Your child's health care provider 
can help you determine how much infant formula to feed your baby. 

• At this age, most infants are developmental^ ready to try infant foods. 

• ft is important to only introduce one new, single ingredient food to your baby every 5 days. Be sure to 
watch your baby for signs of a reaction, such as rash, wheezing, or diarrhea after feeding a new food. 

• Introduce iron-fortified infant cereals (4-6 Tb per day), plain strained or pureed cooked vegetables 
( 3*4 Tb per day), fruits (3-4 Tb per day), and protein-rich foods such as meats, egg yolk, and 
legumes (1-2 Tb per day). 

• Your child’s health care provider may recommend feeding your baby a small amount of sterile water 
(4 to 8 ounces per day) in a cup when foods rich in protein are introduced. Check with your child’s 
health care provider concerning your baby's water needs. 


8 - 12 : 





» Continue providing breast milk whenever your baby desires, approximately 3-4 feedings per day. 

» If formula feeding, continue to provide iron-fortified infant formula. Your child's health care provider 
can help you determine how much infant formula to feed your baby. 

» Provide your baby with iron-fortified infant cereals or hot cereals (4-6 Tb per day), plain pureed, mashed 
or chopped cooked vegetables (3-4 Tb per day) and fruits (3-4 Tb per day), and pureed or chopped lean 
meat, poultry, fish, egg yolk, cheese, yogurt, or mashed legumes (1-3 Tb per day). 

• Your child's health care provider may recommend feeding your baby a small amount of sterile water 
(4 to 8 ounces per day) in a cup when foods rich in protein are introduced. Check with your child's 
health care provider concerning your baby's water needs. USDA 
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Aismeniacitin del beb6 durante el primer afto 

i La leche materna es e! mejor alimento para su bebe! La leche materna proporciona la combinacibn de nutrientes adecuada 
que su bebe necesita para crecer y desarrollarse. Si usted y su bebe no se encuentran en el mismo lugar, puede ailmentar a su 
bebe con leche materna previamente extrai'da. Esto asegura que su bebe reciba la mejor nutricidn. Cuando no hay Seche 
materna disponible, !a formula para bebes fortificada con hierro es la afternativa adecuada durante el primer aho de vida de su 
bebe, A continuacion se encuentran algunos consejos para alimentar a su bebe durante el primer ano de vida. 


4 rr.eses: 

• Alimento a su bebe siempre que lo requiera o cads ? o 3 horas. 

• Si lo aiimenta con formula, que sea formula para bebes fortificada con hierro. El medico do su bebe puede 
ayudarlo a determinar la cantidad de formula para bebes que su hijo necesita. 

• Sunca alimente a su bebe con bebidas endulzadas, leche de vaca, jugo, gelatina endulzada u otres alimentos 
» en una mamadera. Entre las bebidas endulzadas se incluyen: agua endulzada con azucar c miel, gaseosas, to 

helado endulzado, bebidas frutales, punches u otras bebidas endulzadas. 



4-6 meses: 


8-12 meses: ; 



Continue alimentando a su bebd con leche materna siempre que lo requiera o 5 veces por dia. 

Si lo aiimenta con fdrmula, continue alimentandolo con formula para bebes fortificada con hierro. El medico de 
su bebe puede ayudarlo a determinar la cantidad de formula para bebes que su hijo necesite. 

A esta edad, el medico puede decide si su bebe esta lo suficientemente desarroilado para probar alimentos 
para bebes. 

Es importante que su bebe incorpore solo un alimento nuevo cada 5 dfas. Asegurese de observar a su bebe 
para detectar signos de una reaccidn como sarpullido, respiracion dificultosa o diarrea luego de haber 
incorporado un alimento nuevo. 

Si el mddico de su hijo recomienda incorporar alimentos solidos, todo io que su bebe necesita son pequenas 
cantidades de alimento para bebes (12 cucharadas de comida por dfa). Incorpore cereales para bebes 
fortificados con hierro, pures de vegetales cocidos, frutas y alimentos ricos en proteinas como carne, yema de 
huevo y legumbres. 

Ei medico de su bebd puede recomendarle que cuando alimente a su bebe con alimentos ricos en proteinas, le 
suministre una pequena cantidad de agua esterilizada (de 100 a 250 centfmetros cubicos por dia). Consulte con 
el medico de su bebe la cantidad de agua que su hijo necesita. 

Continue alimentando a su bebd con leche materna siempre que lo requiera o de 3 a 5 veces per dia. 

Si to aiimenta con fdrmula, continue alimentandolo con formula para bebes fortificada con hierro. El medico de 
su bebd puede ayudarlo a determinar ia cantidad de fdrmula para bebes que su hijo necesite. 

A esta edad, la mayoria de los bebes estan lo suficientemente desarroliados para probar alimento para bebds. 
Es importante que su bebd incorpore solo un alimento nuevo cada 5 dias. Asegurese de observar a su bebd 
para detectar signos de una reaccion como sarpullido, respiraci6n dificultosa o diarrea luego de haber 
incorporado un alimento nuevo. 

Incorpore cereales para bebds fortificados con hierro (de 4a 6 cucharadas por dfa), pures de vegetales cocidos 
(de 3 a 4 cucharadas por dfa), frutas (de 334 cucharadas por dia) y alimentos ricos en proteinas como carne, 
yema de huevo y legumbres (de 1 a 2 cucharadas por dfa). 

El medico de su bebe puede recomendarle que cuando alimente a su bebe con alimentos ricos en proteinas, le 
suministre una pequena cantidad de agua esterilizada (de 100 a 250 centimetros cubicos por dfa). Consulte con 
el medico de su bebd la cantidad de agua que su hijo necesita. 

Continue alimentando a su bebd con leche materna siempre que io requiera o aproximadame^te ce 3 a 4 veces 
por dia. 

Si lo aiimenta con fdrmula, continOe alimentandolo con fdrmula para bebes fortificada con hierro. Ei mddico de 
su bebe puede ayudarlo a determinar la cantidad de fdrmula para bebes que su hijo necesite. 

Alimente a su bebe con cereales para bebes fortificado con hierro o cereales calientes (de 406 cucharadas por 
dfa), vegetales cocidos en purd o cortados (de 3 a 4 cucharadas por dfa) frutas (de 3 a 4 cucharadas por dfa) y 
carne magra pisada o cortada de vaca, polio 0 pescado; yema de huevo; queso; yogurt o legumbres pisadas (de 
1 a 3 cucharadas por dia). 

El mddico de su bebe puede recomendarle que cuando alimente a su bebe con alimentos ricos en proteinas, le 
suministre una pequena cantidad de agua esterilizada (de too a 250 centimetros cubicos por dfa). Consulte con 
ei medico de su bebe ia cantidad de agua que su hijo necesita. 

USDA 
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SNAP FOOD RESTRICTIONS 

Mrs. Emerson. Let me ask you a question about SNAP, if I 
could. What foods or products are restricted from purchase under 
SNAP? 

Mr. Concannon. With the exception of the restaurant program, 
which exists only in several States, for the rest of the SNAP popu- 
lation, the restriction is on heated, hot foods. You can buy a frozen 
product and take it home and cook it, but you cannot buy cooked 
foods, hot cooked foods. That is the restriction. 

Mrs. Emerson. I would point your attention to the fact that we 
have a lot of convenience stores who have fried chicken, fried this, 
or drinks. SNAP recipients are being told — I overheard this first- 
hand just last week — if they do not put the straw in the cup, it is 
considered eligible for purchase under SNAP. 

It is important for you to know this. It is something that needs 
to be investigated. 

The reason that I asked you the question was not the fact that 
I happened to be in a convenience store and saw this firsthand, but 
I believe very strongly in SNAP, and I think it provides an incred- 
ible safety net for people, but I also believe that the WIC Program 
also does such a good job, but it does restrict some foods. 

I do not particularly think you should be able to buy soda or 
chips, junk food, if in fact on the one hand we are trying to promote 
healthy nutritional eating, and then people will spend all their 
money on cases of soda, which I have been in line to see, and lots 
of chips and dips, as opposed to good nutritional food. 

Is there any way to somehow try to motivate people against that 
or something you can do to prevent that, so folks are actually buy- 
ing good stuff? 

Mr. Concannon. If I just may note, the WIC Program by design 
is a prescriptive program. 

Mrs. Emerson. Exactly. 

Mr. Concannon. It is intended to make up for foods that infants 
or young children do not have in their diets. It is different in that 
regard. It is very prescribed. 

SNAP is much broader and it is by intent, and gives families the 
opportunity to purchase foods, any foods. 

The Center on Nutrition Policy and Promotion that Dr. Anand 
operates or oversees, from time to time, or will be in the next year, 
moving towards doing another Healthy Eating Index Study. 

We had a Healthy Eating Index Study several years ago of Amer- 
ican eating habits. If one fully subscribed to just eating healthy, 
you would get a score of 100. That would mean you are fully adher- 
ing to the dietary guidelines. 

If you are not, your score is subtracted. All Americans get a score 
of 58, if you take all population groups combined. Low-income per- 
sons and persons on SNAP get a score of 52. They are marginally 
lower, but not substantially lower than people whose incomes are 
much better. 

We know there are factors in terms of availability of foods in 
stores and other places. 

We are currently operating — and Congress authorized it — the 
Healthy Incentive pilot up in Western Massachusetts. It creates in- 



259 


centives for 7,500 SNAP recipients. If they use their SNAP benefits 
to buy fruits and vegetables, they will not receive as big a discount 
in terms of a subtraction from their monthly benefit. 

Mr. Kingston. The gentlewoman has 30 seconds. 

Mrs. Emerson. Thank you. 

Mr. Concannon. If I may finish, the match was 7,500 people in 
the same area, same demographics who will not, and the idea or 
the intent behind that is being rigorously studied, to determine 
whether we can incent people to purchase healthier foods and im- 
prove their diet in that regard. 

That, combined with SNAP nutrition education efforts, partner- 
ships with State university departments that work in communities, 
to try to encourage people, and we are also partnered up with a lot 
of private organizations that match in farmers’ markets, providing 
additional matches for people again to purchase healthier foods. 

It is an ongoing effort. There is not any one single thing we can 
do, but we are very committed to improving the diet of Americans 
because we know it is a massive problem. 

Mrs. Emerson. Thank you, Mr. Chairman. I really appreciate 
your indulgence. 

Mr. Kingston. You are welcome. Ms. DeLauro. 

Ms. DeLauro. Thank you very much, Mr. Chairman. Welcome, 
Mr. Secretary, and Dr. Anand, and welcome to Administrator 
Rowe. We go back many years in the State of Connecticut and the 
City of New Haven. It is a pleasure to have you all here with us 
today. 

First, let me associate myself with Mr. Latham’s and Mrs. Emer- 
son’s comments regarding the one page document on healthy foods 
for infants and children. I am glad it is part of the record. 

It is about encouraging breast feeding, but it also helps address 
the shortcomings of the dietary guidelines that you mentioned for 
kids under two. 

I am also pleased to see that it does indeed talk about if you deal 
with an alternative, formula feeding, which is important. It does 
include formula, beverages and solid foods. I think it is a great ex- 
ample of nutrition education. I applaud you for that effort. 

Just one comment on the issue of SNAP and the foods people are 
purchasing. I think one of the issues we need to take a look at as 
well, and probably two issues we need to take a look at, one is the 
advertising that often goes by the by here in terms of advertising 
to both children and families on food, and what they constitute as 
nutritious and not nutritious, and we have some very good exam- 
ples of that most recently. 

The second is with regard to sugary drinks. We should really in- 
vestigate how we address that issue and whether or not we should 
take a look at an increased price for sugary drinks. We know it is 
one of the leading causes of obesity. 

Sometimes those two efforts get lost in the translation, but I 
think we need to have a discussion about what is good wholesome 
nutritious food, and then make both individuals, business and in- 
dustry responsible for carrying those things out. 
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OVERLAP OF NUTRITION ASSISTANCE PROGRAMS 

Over the past year, Mr. Secretary, I have heard some individuals 
claim that there was an overwhelming amount of duplication for 
Federal anti-hunger and nutrition programs, that low income indi- 
viduals and families receive too much food assistance from too 
many Federal programs. 

I would point out that the underlying problem here is not the 
Federal programs, but the real problem is hunger in our country. 

Nearly one in five Americans, just under 50 million individuals, 
struggled to feed themselves and their families in 2010. In 2009, 
65 percent of adults indicated that they had been hungry but did 
not eat because they could not afford enough food in the United 
States of America. 

Some estimate that the total cost of hunger to our society, lower 
work productivity, increased illness, et cetera, totals over $75 bil- 
lion a year. 

A Center for American Progress report has estimated that the 
true cost of hunger for our country is almost $168 billion in lost 
economic productivity, increased public education, increased health 
care spending, et cetera. 

Mr. Secretary, can you tell us about the various anti-hunger and 
nutrition programs that you coordinate? How are they different? 
Why should we continue to invest in these programs? 

For example, what sets CSFP apart from SNAP, and how would 
seniors that rely on CSFP be affected by cuts to the program or the 
elimination of the program? 

Mr. Concannon. Thank you very much, Congresswoman. Let me 
say that we have 15 nutrition programs that we oversee. There are 
four very large, very inclusive ones. The other 11 or so are much 
more targeted, much smaller programs that over the years have 
been authorized by Congress in response to a particular need. 

Congressman Bishop’s comments, for example, about the Fresh 
Fruit and Vegetable Program, was the newest of the programs that 
we have. It was inserted, if you will, into the line up, recognizing 
that as Americans, and particularly low-income Americans, they 
did not have enough access to fresh fruits and vegetables. 

In the larger programs, SNAP being the largest and the most in- 
clusive, as the Chair mentioned, 46 million plus people are receiv- 
ing it, and nearly half of that number are children. I think it is 47 
percent of that number. 

A number of those households may also, when there are young 
children, new infants, participate in the WIC Program, as an exam- 
ple. 

There are some carry overs, but again, the WIC Program by de- 
sign is intended to be prescriptive. It is intended to particularly 
identify the nutritional deficits, so to speak, in the feeding of in- 
fants and very young children. 

I will give you an example that is very easy to understand. You 
cannot both participate in FDIPR, the Indian Services’ program, 
and SNAP. You have to make a choice between one or the other. 

Mr. Kingston. Thank you. The gentlewoman’s time has expired. 
Mr. Nunnelee. 
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Ms. DeLauro. Mr. Chairman, can I ask for additional informa- 
tion in this area because of the time constraints? 

[The information submitted by USDA follows:] 
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The nutrition assistance programs FNS administers work together to support low-income 

families and individuals in their efforts to escape food insecurity and hunger and achieve healthy, 

nutritious diets. Currently, these programs touch the lives of one in five Americans over the 

course of a year. They include: 

1 . The Supplemental Nutrition Assistance Program (SNAP) currently serves over 46 million 
low-income people monthly. Its major goal is to enable low-income households to improve 
their diets by increasing food purchasing power using benefits that are redeemed at retail 
grocery stores across the country. 

2. Puerto Rico. American Samoa, and the Commonwealth of the Northern Mariana Islands 
(CNMI) receive Nutrition Assistance Program Block Grants to provide nutrition assistance 
in lieu of SNAP. 

3. The Food Distribution Program on Indian Reservations (FDPIR) is an alternative to SNAP 
providing commodity food packages to low-income households living on Indian reservations, 
and to American Indian households residing in approved areas near reservations or in 
Oklahoma. States and Indian Tribal Organizations operate the program: the Federal 
government purchases and distributes commodities and provides cash payments for 
administrative expenses. 

4. The National School Lunch Program (NSLP) provides Federal cash and commodity support 
for lunches, snacks, and suppers served by local schools. In order to participate in the NSLP, 
schools and institutions must agree to serve meals which meet certain nutrient requirements 
and comply w ith Program recordkeeping and reporting requirements. 

5. The School Breakfast Program (SBP) provides cash reimbursements for breakfasts which 
meet program standards. The SBP is available to the same schools and institutions as the 
NSLP. 

6. The Fresh Fruit and Vegetable Program (FFVP) provides fresh fruits and vegetables as 
snacks in low-income schools. 

7. The Special Milk Program (SMP) helps schools and institutions not otherwise participating 
in a federally subsidized meal program provide milk to children free or at a low price. 

8. The Child and Adult Care Food Program (CACFP) provides benefits similar to those 
available under the NSLP and SBP. but to younger children enrolled in various types of non- 
profit child care facilities. 


9. The Summer Food Service Program (SFSP) makes food service available to children from 
low-income areas when school is not in session. Potential service institutions include public 
or private non-profit schools; governmental entities: public or private non-profit residential 
camps; and certain other private non-profit organizations. 

10. Special Supplemental Nutrition Program for Women, Infants and Children (W1C) WIC’s 
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major objective is to address the nutrition needs of low-income pregnant, breastfeeding and 
postpartum women, infants and children up to five years of age who are found to be at 
nutritional risk. The program serves nearly 9 million people per month. WIC provides 
funding to States for supplemental foods, health care referrals, and nutrition education, along 
with administrative costs 

1 1. The WIC Farmers’ Market Nutrition Program (FMNP) augments WIC in some areas by 
providing WIC participants with coupons redeemable at authorized fanners' markets for 
fresh produce. 

12. The Senior Farmers' Market Nutrition Program (SFMNP provides coupons to low-income 
seniors that can be exchanged for fresh, nutritious, unprepared, locally grown fruits, 
vegetables and herbs at farmers' markets, roadside stands, and community -supported 
agriculture programs. 

13. The Commodity Supplemental Food Program (CSFP) supplements the diets of low-income 
pregnant and breastfeeding women, other new mothers up to one year postpartum, infants, 
children up to age six. and the elderly with nutritious foods. Food packages are distributed 
through State agencies to supplement food acquired by recipients from other sources. 
Currently, 39 States, the District of Columbia, and two Indian Tribal Organizations operate 
CSFP. As WIC has grown, CSFP has evolved to serve primarily elderly individuals. 

14. The Emergency Food Assistance Program (TEFAP) supports local emergency feeding 
operations by distributing Federally-purchased commodities to local organizations, such as 
soup kitchens, and food banks. TEFAP also provides administrative funds to defray costs 
associated with the storage and distribution of Federal and privately donated commodities. 

15. Disaster Assistance: The Robert T. Stafford Disaster Relief and Emergency Assistance Act 
(P.L 93-288) assigns certain responsibilities relating to disaster food assistance to USDA, 
These include using funds appropriated under Section 32 to purchase food commodities for 
assistance in major disasters or emergencies when other food supplies are not readily 
available. The Department also operates a Disaster SNAP Program in situations where 
emergency benefits can be redeemed through SNAP-authorized stores. 
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Mr. Kingston. Yes. Are you going to be able to stay for a second 
round? 

Ms. DeLauro. I am. 

Mr. Kingston. I have a lot of stuff that you probably will be in- 
terested in. [Laughter.] 

We will talk about Frappuccinos in a minute and how you can 
buy that on food stamps, as the gentlewoman is interested in sug- 
ary drinks. I just want to get you back, that is all. [Laughter.] 

Ms. DeLauro. I do not drink Frappuccino’s, so I do not know 
anything about it. 

Mr. Kingston. They are healthy. [Laughter.] 

Ms. DeLauro. I am a tea drinker. 

Mr. Nunnelee. Thank you, Mr. Chairman. Thank you, Mr. Sec- 
retary, for being here. It has been a while since I have seen you. 

SNAP FUNDING 

The programmatic increases in food stamps have increased from 
fiscal year 2008 about $40 billion. The budget request this year is 
about $82 billion, a 120 percent increase. 

If your Secretary had asked you to come in and say instead of 
requesting a $82 billion program, recommend a $70 billion program 
for fiscal year 2013, what programmatic changes would you rec- 
ommend? 

Mr. Concannon. The first thing I would say, and very politely 
and very collegially, I would remind the Secretary that the enroll- 
ment in SNAP is a function of what is going on in the outside econ- 
omy, and that to the extent, if he wanted us to just arbitrarily pick 
a number and manage down to that, then he would either have to 
toss people off the ship or you would have to have a commensurate 
commitment to find work opportunities for people. 

The budget, by the way, that we are presenting today forecasts 
a reduction in SNAP enrollment in the middle of next year. In the 
year after that and the year after that, it proposes significant re- 
ductions based on what is expected to happen in the economy. 

The strongest way to safely reduce that program is work oppor- 
tunities for folks. 

Mr. Nunnelee. I am glad you brought up your projected decline 
in the number of recipients. Are you also projecting a commensu- 
rate decline in the number of employees administering the program 
in fiscal year 2013? 

Mr. Concannon. Actually, the administrative side on the Fed- 
eral side is very low. The administrative costs associated with 
SNAP is about four percent or so nationally. 

State agencies across the country, almost universally, are experi- 
encing reduced numbers of State employees because of State rev- 
enue problems. 

We have been working with States to encourage them to simplify 
their processes. The questions about California, for example, or up 
in New Jersey, people backing out the door because the State itself 
has injected so many additional steps in the process that it re- 
quires a lot more handling, a lot more visits. It is a lot more costly 
in terms of the oversight. 

In addition to the benefit reductions we are forecasting, we know 
States are dealing with fewer State employees, and we are working 
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with them to help them achieve their mission with fewer people, 
definitely. 


MILITARY PERSONNEL PARTICIPATING IN SNAP 

Mr. Nunnelee. One final question. Do we track the number of 
active duty military personnel that are on food stamps? 

Mr. Concannon. We do not, but I appreciate the question be- 
cause we have seen, and I saw in the Washington Post here about 
two months ago, you may have seen it, a Marine in full dress blues 
with his wife coming to a food bank, because the spouses of mili- 
tary dependents are struggling often to find work in this economy. 

I know the number of food stamp redemptions at commissaries, 
military commissaries, has gone up by a factor of three over the 
past couple of years. Again, I think that reflects not so much mili- 
tary pay as much as those households where people are being 
transferred around the country and their spouses are having dif- 
ficulty obtaining work opportunities. 

Mr. Nunnelee. Thank you. 

Mr. Kingston. Mrs. Lummis. 

Mrs. Lummis. Thank you, Mr. Chairman. Welcome, Mr. Sec- 
retary. 


OVERLAP OF NUTRITION ASSISTANCE PROGRAMS 

I have questions about the GAO report that was issued regarding 
duplication. It was mentioned earlier. 

Among the things that the GAO mentioned on duplicative pro- 
grams is there are 18 domestic food and nutrition assistance pro- 
grams. You have said 15 of them are with you, four large and 11 
small. 

What GAO said is the administrative costs account for a tenth 
to a quarter of the total cost of these programs, total cost. 

Do you know how much could be saved by consolidating at least 
some of these programs, even though you have admitted that some 
are at four percent, but others are clearly much higher in terms of 
the amount of administration they consume? 

Mr. Concannon. Thank you very much for that question. I men- 
tioned just in passing several States. The monthly oversight per 
case of a SNAP benefit, the national average is about $27 per 
month. That is split between the Federal Government and the 
States. 

For States like California, it costs $60 per month. New Jersey, 
for example, I think it is $47 a month. We have outliers in that 
regard that cost a lot more, and the reason they cost a lot more 
is not an accident. It is because States have inserted over time re- 
quirements that are costly and frankly are not very effective in my 
view. 

We have an effort with States promoting simplification, but also 
we bring States — somebody asked me if I could recommend a large 
State that was doing a decent job — Florida came to mind. 

Even though they have major challenges there, Florida added 
over a million people in SNAP in a 15-month period, they engage 
all the private not-for-profits. They have memoranda of agreements 
with something like 3,500 churches, Catholic charities, Lutheran 
services, the libraries. 
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Those organizations support people so that when they come to a 
State office, it is a much simpler process. We are promoting that 
kind of thing. 

NUTRITION ASSISTANCE PROGRAMS FEDERAL ADMINISTRATIVE COST 

Mrs. Lummis. Good. What about Federal administrative costs? 

Mr. Concannon. Federal administrative costs are quite low, ac- 
tually. It is four percent in SNAP. It is less than three percent in 
the School Meals Program. It is nine percent in the WIC Program. 

There was a report that circulated a year or so ago that was very 
mistaken but it went viral, as things happen, on the WIC Program, 
suggesting there was a much higher rate of administrative costs. 

In fact, in that were lactation mothers that work with other 
mothers to support them. That is a clinical service. That is not 
admin. 

There are very low admin costs, and the Center for Budget and 
Policy Priorities, one of the Washington, DC based highly regarded 
centers, issued a report about a month ago on the administrative 
costs associated with the major means tested programs, Medicaid, 
Medicare, TANF, Cash Assistance, SNAP — the food stamp pro- 
gram. 

Going right down that list, they are very low. Believe me, private 
insurance companies would give their right arm if they could get 
down to that low an admin overhead cost. 

SNAP RESTRICTIONS ON FOODS 

Mrs. Lummis. Thank you. One quick additional question. You 
mentioned that SNAP is not prescriptive, but WIC is. Should 
SNAP be more prescriptive? 

Mr. Concannon. I personally do not believe so because I think 
the average supermarket has about 60,000 items in it. Where do 
you draw the lines? 

I think we have seen this recently in a State legislative proposal 
that surfaced in one of the States where all of a sudden — we might 
all agree we could do with less potato chips, even though Congress 
has directed me not to count potatoes in the School Lunch Pro- 
gram. 

I think the list could be endless in that regard. The fact of the 
matter is as Americans, we eat too much processed food. That is 
very different from our parents, very different from an earlier time. 

To the extent that we can promote basic healthier foods, fresh 
fruits and vegetables, farmers’ markets, I think we go a long way 
in the direction of encouraging people to eat healthier, rather than 
starting to — just imagine the lobbying that would take place in this 
building and State capitols if we start saying pancake mix is out, 
ice cream is in. It is an endless array. 

Are there additional things we should be doing to encourage peo- 
ple to eat healthy? Yes, there are. 

Mr. Kingston. The gentlewoman’s time has expired. We will 
begin our second round. I have two quick questions. I actually will 
return to that subject matter. 

You have the cost analysis done by the non-partisan Center of 
Budget and Policy Priorities in terms of the admin costs. While the 
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Center on Budget and Policy is non-partisan, it is not non-issue. 
They do have their issues. It is an advocacy group. 

I would challenge you to also have the American Enterprise In- 
stitute or the Heritage Foundation to confirm those numbers. I 
think it would be interesting. 

I am not saying the numbers are bad. I just think, let’s be hon- 
est, just because something is non-partisan, it does not mean they 
are a neutral party. 


OFFICE CLOSINGS 

Also, on the 31 FNS offices that are closing, what is the date of 
that? 

Mr. Concannon. Thank you, Mr. Chair. That is part of the effort 
in the Department, emanating from the Secretary, to reduce the 
administrative costs across the Agency. 

These 31 offices that the Chair is referencing are small offices 
across the country, and they tend to be one or two person or three 
person offices. 

Mr. Kingston. We are supporting the Secretary on this move as 
much as we can. I think USDA is doing a great job. I wish all the 
Federal agencies were doing it. 

Do you have a date? 

Mr. Concannon. By the end of this fiscal year, those 31 offices 
are to be closed. 

Mr. Kingston. We will certainly stay in touch with you and sup- 
port whatever efforts. I always tell my friends, we are always 
searching for common ground. 

SNAP FOOD RESTRICTIONS 

Let me get back to Mrs. Lummis’ question. In your testimony on 
page eight, you say that you are promoting better diets and long 
term health. 

Universal product codes could in fact track what people are buy- 
ing or not buying, inasmuch as somebody else is paying for it, it 
is a Federal right to do that. 

Case in point, now you can buy Starbucks, which I think we 
would all agree is not necessarily in the best interest of your diet, 
but in Oregon, a woman on SNAP paid $5.25 for a tall Frappuccino 
with fresh pumpkin bread on her SNAP. 

While there are those who defend the program, I do not think 
pumpkin bread is probably nutritious at Starbucks, because I am 
an expert. [Laughter.] 

My point is those who will defend the program, well, excuses, 
blah, blah, blah, but it actually hurts the program. I find myself 
saying look, you have to be the first one to admit when you are 
wrong, where you are wrong, so we can address it. 

My dad was raised in Flatbush, Brooklyn, New York during the 
Depression. He never would have paid $1.95 for coffee, and would 
find it bizarre to go into Starbucks and see people lined up 20 deep 
to pay that. It is a luxury. I am a Starbucks’ fan. It is a total lux- 
ury. 

When people are struggling the way they are, should they be 
buying Frappuccinos for other people? 
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Mr. Concannon. I understand exactly what you are saying. I 
frankly agree that it hurts the program, those kinds of examples. 

I want to be very clear that you cannot go into a free-standing 
Starbucks 

Mr. Kingston. I understand that. 

Mr. Concannon. This is an exception, if you will. If that 
Starbucks is inside a Safeway store and owned by Safeway, that 
process is considered the same as if the person were buying some- 
thing — it cannot be a hot beverage, obviously, again, but buying 
something within the store. 

If it is a separately owned Starbucks franchise within the store, 
not run by Safeway 

Mr. Kingston. Here is the reality. The taxpayers who are bust- 
ing their tails do not want to buy Frappuccinos for people who have 
fallen through the cracks. 

Is that not something even in this town we can agree on, the left 
and right, and address? 

Mr. Concannon. I am not going to defend purchases of 
Frappuccinos, definitely not. 

Mr. Kingston. I think that is something we really have to get 
serious about. 


NEW YORK PILOT PROPOSAL 

Let me ask you this. New York came to you guys and wanted to 
do a pilot program on a limited menu in the name of health, and 
Mayor Bloomberg has ticked off everybody in his efforts. You know, 
there is a lot of good to it, a lot of education has happened. 

That proposal was rejected by FNS, waiting on a Western Massa- 
chusetts’ study to come back, which it does not seem to me like 
Western Massachusetts would be quite applicable to the entire na- 
tion. 

To me, the more experiments we have, the better, the better 
database. 

Mr. Concannon. Thank you very much, Mr. Chair. We turned 
down New York because it was 1.9 million people. We did not think 
the rigor of the study was strong enough to really — at the end of 
the day — say what can we prove, what factors resulted and influ- 
enced people. It is a big experiment to start with almost two mil- 
lion people. 

At the same time, Congress had authorized the Healthy Incen- 
tive pilot that is very rigorously being researched. That is a very 
extensive part of it. 

We are very open to consider experiments that people want that 
are carefully controlled, that will show us something at the end of 
that time. 

Remember, 75 percent of SNAP households have income other 
than the SNAP benefits. How do you isolate whether what we did 
in SNAP has an influence on whether the person buys that sugary 
sweet beverage or not? 

We just think that was too much, not adequately thought 
through, and we have not given up on New York. We certainly 
were not going to approve that. 

Mr. Kingston. Thank you. My time has expired. 

Mr. Farr. 
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Mr. Farr. I want to set the record straight on the argument. The 
report you are reading, it was a set-up. Natalie Brand of Fox 12 
Television in Oregon took a woman receiving food stamps with her 
to a local Starbucks inside a Safeway grocery store, and taped her 
buying a $5.25 Frappuccino and a slice of fresh pumpkin bread 
with her Oregon Trails’ benefit card. 

Obviously, this was to get a story. As you said, they could not 
do that had they walked into a Starbucks on the street. 

BUDGET RECOMMENDATIONS 

I want to ask you, here we are, with the budget, making rec- 
ommendations. Mrs. Rowe, are there any recommendations to our 
committee that we ought to include in our appropriations bill re- 
ports or requests? 

Ms. Rowe. There are a couple. 

Mr. Farr. I would like to ask it of everybody but I will not have 
enough time. 

Ms. Rowe. There is one the Under Secretary mentioned, and 
that was having the flexibility to use two-year funding for some of 
our programs. 

Right now, the Emergency Food Assistance Program — TEFAP — 
and the Food Distribution Program on Indian Reservations are 
available for one-year funding. Those programs could benefit from 
being able to have two-year funding. 

That is one area that we certainly have been looking very closely 
at. 

Mr. Farr. Mr. Anand, do you have any recommendations? 

Dr. Anand. We would like to have more money for promotion of 
nutrition. We set up guidelines. We really cannot go to the public 
and try to educate them. We would really love to have some money 
for that. 

Mr. Farr. I think it is a very interesting issue. Mrs. Emerson 
was just telling me we produce carrots. We put them in little bags 
with some dip in them, and they serve them on airlines, they serve 
them in schools now. She just went to a school where she watched 
the kids throw them away. 

The point is we need to begin basic education of family values. 
Our health care bill is dependent on this country changing its eat- 
ing habits. It is absolutely essential to bring down health care costs 
and to grow healthier Americans. 

The only way you are going to grow healthier Americans is to get 
them to eat healthier and exercise more. It is a cultural thing. 

I am trying to diet right now. It is very, very difficult. It is very 
difficult to change habits. 

Frankly, the way the fast food industry has been so successful 
is making everything so convenient, but also not very nutritious, 
and it is causing huge harm in this country. 

I think we have to find a new way, a new incentive. We have to 
do this as a massive societal change. I do not know whether it is 
we scare the hell out of people by telling people how many people 
in each county are going to die of diabetes, from obesity, but start 
to get it out there like a traffic accident report, to start to get peo- 
ple to think, that could be me, maybe I better put on my safety belt 
and eat that carrot. It is going to be hard. 
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Mr. Young, any financial things we can do? 

There is a lot of discussion about trying to consolidate. I always 
thought we ought to have our food programs — school nutrition pro- 
grams is one set, and community nutrition programs is another, 
and consolidate all the programs under those so they could be more 
effectively administered. 

Mr. Young. I think I would defer to the Under Secretary for 
that. 

Mr. Farr. You have about 30 seconds. 

DIRECT CERTIFICATIONS 

Mr. Concannon. To the point, and I think the Chair has raised 
this, too, we are promoting — I want to point out and I mention it 
in my testimony, I believe — promoting more direct certifications. 

For example, with children and schools, we are relying upon a 
means tested examination of household income that may have 
taken place in CNPP or Medicaid or TANF, so we can be sure that 
in fact that income has been vetted, so to speak, that is reported. 

We are relying on more data matching in that regard. I have 
been visiting States coast to coast here in the last month or two, 
and encouraging the State department heads to more frequently 
match, do data matching, both because it assures better program 
integrity, but it is a more efficient way and less costly way to do 
it. 

Mr. Farr. Thank you. Thank you, Mr. Chairman. 

Mr. Kingston. Mrs. Emerson. 

COMMODITY SUPPLEMENTAL FOOD PROGRAM 

Mrs. Emerson. Mr. Concannon, the Commodity Supplemental 
Food Program is really important for the seniors in my district. I 
have the largest number of any of the congressional districts in our 
State. It has really helped a lot during the tough economic times. 

I noticed in your budget year you are asking for a slight increase. 
How much of that would be attributed to rising food costs? 

Mr. Concannon. Most of it, if not all of it, Madam Chair. Thank 
you for that question. 

The CSFP Program, that is known, is now in 39 States across 
the country. I think all 50, if we could afford it, would love to have 
it. It is extremely popular with seniors across the country. It is a 
program that involves all kinds of volunteers who help pack these 
boxes, and it is a once a month, as you know, benefit that is given 
to seniors, and we actually had to reduce the allocation to States. 
I believe it serves in excess of 600,000 seniors across the country. 

We had to slightly reduce that in the current year because of ris- 
ing food costs. So that is reflected in our budget request for this 
year, to be able to maintain the caseload. 

Mrs. Emerson. So in other words if we would — you know, trying 
to be more responsible with money and were we to shave your re- 
quest and perhaps even put it back to what our Subcommittee de- 
cided last year, then would that cause you to have fewer people on 
it or a smaller box, if you will, or fewer commodities? 

Mr. Concannon. Excuse me. It is more likely to result in just 
fewer people. In the current year, I think we had to reduce by 
5,000 persons, 5,000 beneficiaries, and spread that across the coun- 
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try, and that is more likely what would happen than to reduce the 
size of the box. 


FOOD DESERTS AND FOOD INSECURITY 

Mrs. Emerson. I appreciate that. Let me ask you another ques- 
tion about food deserts. What role do you all believe food deserts 
have in increasing food insecurity? 

Mr. Concannon. Well, I think they play a significant role both 
in food insecurity, but also I think food deserts contribute to the 
poor eating habits of Americans. One of the areas that I am very 
interested in internally at FNS is we now have 230,000 stores that 
process SNAP benefits across the country, 231,000 to be exact. 
When I was traveling up in Ohio recently, I pulled out of the air- 
port, saw a big sign: WIC, We Accept EBT. 

When I actually looked in the windows, it looked like a 
humongous liquor store to me, and the store was able to qualify for 
EBT by stocking a simple number of foods. I am very interested 
and we are having this discussion internally in strengthening the 
requirements for stores that participate in the SNAP program to 
strengthen the depth of stock that they are required to stock. 

You know, in the WIC Program a year ago October, we in- 
creased, if you recall, we increased the food package requirements. 
That has had the effect in those WIC stores of not only helping 
WIC recipients but other low income people who live in those 
neighborhoods. 

I think it is a privilege for stores to be able to have the revenue 
from the SNAP Program, and, as I say, I am very interested in 
your question. I think if more and healthier foods were available 
in food deserts in and of itself it would help families eat healthier. 

FOOD DESERTS FINANCING 

Mrs. Emerson. I probably do not have enough time to have you 
answer this question, but since most of the financing for food 
deserts comes through the Treasury Department and the Sub- 
committee that I chair on Appropriations, it just kind of confuses 
me a little. So I would like to know if you could get back to me. 
How does FNS help the Treasury or Rural Development identify 
and make awards to worthy projects? 

Mr. Concannon. We are involved in that. Thank you, yes. 

[The information follows:] 

MRP serves as the lead agency in coordinating USDA’s efforts and work with De- 
partment of Treasury and Department of Health and Human Services to increase 
access to healthy food in underserved communities. USDA’s commitment to healthy 
food access is integrated into a menu of programs including MRP’s Farmers Market 
Promotion Program along with programs within the Food and Nutrition Service 
(FNS) and Rural Development (RD). While these well-established, effective pro- 
grams have important broader mandates, they also can at the same time play a crit- 
ical role in improving access to healthy foods in underserved areas. These activities 
also support key missions of USDA, including improving economic opportunities for 
rural communities and farmers. The Department’s efforts to date have worked with- 
in existing authorities to address this challenge. 

Specific collaborations with the FNS have included, RD using annual data on the 
percentage of children in each district receiving a completely free lunch under the 
National School Lunch Program as a surrogate for poverty. Using school district 
data enables RD to better align their work with FNS in helping rural schools up- 
grade their kitchens and other facilities to comply with the Healthy Hunger Free 
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Kids Act. The RD Community Facilities (CF) program can also help stretch FNS’ 
and other grant funds with long-term, low fixed rate financing. 

Mrs. Emerson. Thanks. Thanks, Mr. Chairman. 

Mr. Kingston. Mr. Bishop. 

Mr. Bishop. Thank you very much. 

BLUEPRINT FOR STRONGER SERVICE 

Mr. Concannon, can I get you to talk a little bit about your blue- 
print for stronger service in the context of food nutrition service 
and nutrition and consumer services, what you have done given 
that you have got a mandate to do more with less? 

Mr. Concannon. Thank you very much. 

The Secretary, I think, when he was here a week or two ago, in- 
dicated that in the Department we expect to achieve about $150 
million in annual savings as a result of that Blueprint for Stronger 
Service across the Department. In our case, we are cutting down 
on travel, printing, some of those overhead costs, but particularly 
as it relates to those 31 offices that the Chair asked for momen- 
tarily. We will save rent money, obviously, for the Agency there, 
but it is also part of an effort. We are still engaged with our labor 
representatives on finalizing this. I want to mention that in pass- 
ing. 

We want to better align our focus on stores, but also on chasing 
down trafficking or fraud as well. This is something that is a great 
concern to us. It is one percent of the benefit, but it is the kind 
of thing when it occurs in a very public way, I worry that it shakes 
confidence that the American public has in the program. 

So we are looking at realigning some of those out-station folks 
to more centralize the enrollment of stores. I should mention in 
passing where 

CONSOLIDATION OF CELL PHONE CONTRACTS 

Mr. Bishop. I do not mean to interrupt you. You are prepared 
to deliver your presentation. I have got several items that appar- 
ently appear to be very, very effective. One of the ones they told 
me about was the recommendation to consolidate 700 cell phone 
plans into about ten. How is that going to save you money? 

Mr. Concannon. That definitely will save money for the Depart- 
ment, and that is overall in the Departmental Management that 
were across the Department, you know, from the Forest Service to 
FNS, to everybody in between, over 700 cell phone accounts, dif- 
ferent contracts, and now they have been on a mission to reduce 
those to about ten. 

Mr. Bishop. Is that 700 within your 

Mr. Concannon. No, no. That was in the whole USDA for the 
140,000 employees in USDA. We are about 1,300 of those. 

Mr. Bishop. How much is that going to save you? 

Mr. Concannon. Those costs tend to get apportioned to us as 
well, but also we get the leverage of, you know, a larger contract 
instead of a whole series of smaller ones, but expressly, I think I 
can get our folks to respond to you in writing to give you the esti- 
mate of the savings there. 

Mr. Bishop. Yes, I would appreciate that very much. 

[The information follows:] 



273 


Consolidation of the USDA cell phone plans, which would reduce the number of 
contracts from approximately 700 to 10, would save approximately $1.6 million per 
year. All savings from contract consolidation will be realized at the Department 
level. 


SNAP PROJECTIONS 

Getting back to the question relating to the projection for the fu- 
ture costs of SNAP, indicating that each year you are expecting a 
decline in the number of participants, based upon the fact that you 
expect unemployment rates to continue to go down and by the end 
of 2013 you are projecting 8.6 percent based on the economic pro- 
jections, with a best case scenario, assuming that the conditions 
improve faster and that your SNAP participation declines at a 
quicker rate, what do you propose to do to adjust or reprogram 
SNAP dollars? 

Are you going to reallocate those for another program or for 
other programs that are having to be cut? How do you propose to 
deal with that? 

Mr. Concannon. Certainly, as you know, the forecast is even in 
the 2013 year that there be a reduction in SNAP enrollment, and 
then I have seen our estimates for the two years subsequent to 
that where the reduction is even larger based on, again, the fore- 
cast of the Office of Management and Budget. 

Mr. Bishop. But at the same time, you are also projecting that 
there is a large number of eligible participants that are not partici- 
pating, and you are doing outreach to try to include them. 

Mr. Concannon. Correct. We are, sir, and California would be 
a good example. California is serving now somewhere around 52 or 
53 percent of eligibles. Nationwide, if you take all of the States 
combined, the SNAP Program now serves 72 percent of the eligi- 
bles in the country, and that is an increase. For many, many years 
it was more in the 56, 57 percent. 

But to your question, if we are able to serve more eligibles and 
meet the criteria, because it is an entitlement in the budgeting 
process, we will not be — we’re required to — and, again, we cannot 
reallocate it to other programs, by the way. It really has to be dedi- 
cated to SNAP, and that would be a legislative decision, not one 
that the Executive Branch could make. 

Mr. Kingston. Mr. Nunnelee. 

Mr. Nunnelee. Thank you, Mr. Chairman. 

SNAP PARTICIPANT CHARACTERISTICS 

Mr. Concannon, do we monitor and measure the length of time 
individuals have been on food stamps? 

Mr. Concannon. Yes, we do. If you think of the 46 million folks 
who are on the SNAP Program nationally, about half of that num- 
ber has been on the program for seven years or longer. The other 
half are folks who are on it for an average of ten months. They 
come on and they go off, and those folks who are on the ten-month 
cycle are more likely to be what we describe as the new faces of 
SNAP. 

These are folks whose businesses or whose factories or whose re- 
tail jobs have either evaporated or they are just not getting as 
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many hours. And I have met some of those people in different parts 
of the country. So we are very conscious of the fact. 

Plus, I mentioned earlier, you know, nearly half of that caseload 
are children, and if they are in households where, again, the econ- 
omy has affected the parental income, then they will be on for a 
period of time. 

But I think of it as sort of distributed in two halves, the longer 
term, the seven years-plus, and then the folks who are on for, at 
the end, ten months or less. 

Mr. Nunnelee. You just got my attention. The second half, those 
that have disruptions in their family income, layoffs, et cetera, that 
makes sense to me. Those that have been on seven years or longer, 
can you describe some of the typical recipients that have been on 
food stamps for seven years? 

Mr. Concannon. I have got a sheet here that points out to me 
that of folks — and we can provide this to you — folks on SNAP for 
seven years or more, 12 percent are single parents; 23 percent are 
children of single parent households; 15 percent are elderly; 23 per- 
cent are disabled adults. 

I oversaw programs in States for people with severe mental ill- 
ness, mental retardation. They would typically be on SSI — Supple- 
mental Security Income — and on the food stamp program because 
their conditions really do not change in terms of their earning abil- 
ity or to participate. 

Non-citizens, these would be newcomers now — they have to be 
documented and legal — are four percent, and then children of mar- 
ried parents, about ten percent of that. So we have that distribu- 
tion of just what I mentioned. 

[The information follows:] 
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The Supplemental Nutrition Assistance Program (SNAP) provides critical short-term food assistance to 
many low-income people who need a helping hand to weather hard times. Many of these participants 
will leave the program soon after entering: during the mid-2000’s, about half of all new participants left 
within 10 months. But the program also provides critical assistance to those with more chronic needs: 
in May 2004, half of all participants received SNAP benefits for 7 years or more. 

Are the characteristics of those who leave quickly different from those who stay? The chart below 
provides a partial answer, in general, the elderly, disabled adults, and single parents and their children 
account for a larger proportion of long-term SNAP participants (those on for 7 years or more); married 
parents and their children, able-bodied adults without dependents, and the working poor account for a 
smaller share. 

These data also highlight the importance of SNAP as a work support for those whose wages are too low 
to lift them out of poverty: nearly 40% of long-term SNAP participants live in households with earnings. 
The Census Bureau indicates that SNAP would lift 3.9 million Americans - including 1.7 million children - 
out of poverty in 2010 if its benefits were included in the official measures of income and poverty. 


i 

On SNAP for On SNAP for 

1 Year or Less 7 Years or More 


Single Parents 

8% 

12% 

Children of Single Parents 

13% 

23% 

Married Parents 

16% 

7% 

Children of Married Parents 

14% 

10% 

Elderly 

S% 

1S% 

Disabled Adults (Non-elderly) 

10% 

23% 

Able-bodied Adults w/o Dependents 

12% 

2% 

Noncitizens 

7% 

4% 

People in Households with 

... Earnings 

75% 

39% 

... TANF 

17% 

21% 

... Social Security 

23% 

34% 

...SSI 

17% 

39% 

... no income 

7% 

S% 


Source: Dynamics of Supplemental Nutation Assistance Program Participation 
in the Mid-2000s (September 2011). 
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Mr. Nunnelee. And those are all of the people who have been 
on it seven years or more. 

Mr. Concannon. Seven years or longer. 

Mr. Nunnelee. Are we doing anything to work with those indi- 
viduals to make sure they are involved in workforce retraining, 
GED education, things that would empower them to get off of food 
stamps? 

Mr. Concannon. Well, we have an employment and training, 
E&T, what is called the SNAP E&T program that, again, works 
with the States’ SNAP agencies across the country. 

I was at a meeting here in the city, on the other side of the city 
here, yesterday, and someone came up to me to talk to me about 
the effectiveness, an Ohio person, the effectiveness of these employ- 
ment and training programs. They tend to focus on our employ- 
ment and training programs associated with SNAP that are, again, 
purposely designed to work among the poorest people who are now 
on the SNAP Program. They often focus on what I refer to as soft 
skills, making sure that, you know, you get to work on time, a 
GED, other attributes that are more likely to make you hireable for 
companies that are looking for employees. 

Mr. Nunnelee. All right. Thank you, Mr. Chairman. 

Mr. Kingston. Thank you, Mr. Nunnelee. 

Ms. DeLauro, do you want to pass? 

Ms. DeLauro. When have I ever? [Laughter.] 

Thank you very much, Mr. Chairman. 

Just a couple of things, and then I want to get to a program in- 
tegrity question. I just noted in a piece of information here that you 
talked about the 18 programs, the SNAP, WIC, and School Lunch, 
which is supported by research of the largest programs, programs 
that account for 93 percent of federal spending on nutrition assist- 
ance, and amongst those 11, I am going to make a presumption 
that the program that Mrs. Emerson mentioned is one of those 11 
that has the Commodity Supplemental Food Program, which deals 
with seniors, et cetera. 

So that is what I would like to know because there is all of this, 
and for me it is a mythology of the duplication, and that would be 
very, very helpful information. I do not know what CFSP does, but 
you are already at maybe 95 percent. So we are looking at five per- 
cent in what those other programs may be. 

FOOD ADVERTISING AND OBESITY 

Also, that being said, I think it is really fair to point out that the 
science and the data are really very clear. There is an association 
between advertising and the obesity trend. What is improbable 
about this, and there are all kinds of data, you can just look to see 
where the hits are: candy, carbonated beverages, cereal. We are 
talking Fruit Loops, et cetera; prepared meals; sweet snacks, et 
cetera; high, high correlation between advertising and obesity. 

But yet in this body we have failed to act, not only failed to act, 
but we act in opposition. When the interagency group that was 
working on voluntary recommendations to address the pieces of the 
problems of obesity, this interagency group was trashed and said 
that we would not, we could not. And in addition to the direction 
that people went in here about dealing with the school lunch and 
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potatoes, let us talk about the backlash; in addition to which let’s 
talk about pizza. I am standing on pizza. Pizza is not a vegetable. 
It is not a vegetable. 

And then again, the outcry and the pushback from industry and 
members of this body that have to have both of those included for 
only their own political gain and not for the public health of the 
youngsters that we are involved in. 

SNAP PAYMENT ACCURACY 

In terms of the nutrition integrity efforts, again, I want to repeat 
that SNAP, error rate, 3.8 percent; lower than crop insurance, 
error rate of 4.7 percent, or the overall USDA improper payment 
rate of 5.4 percent. The OIG report noted that five programs oper- 
ated by the FSA had a combined error rate of 13.9 percent, ap- 
proximately three and a half times as high as the SNAP error rate. 

The agency has made announcements about how you are going 
to continue to minimize improper statements. Is there evidence 
suggesting that payments to individuals or families that should not 
qualify for these programs are causing increased spending and a 
bit more about insuring the integrity of the anti-hunger programs, 
including the rigorous quality control systems that are used? 

But are, in fact, the payments that people who do not qualify, are 
they causing increased spending in this program and that affect 
our deficit? 

Mr. Concannon. No. If I may, on the error rates, actually as has 
been noted, the error rate is the lowest it has ever been, 3.81 per- 
cent. Approximately three percent of that is individuals who are re- 
ceiving overpayments. That is almost $2 billion. It is $1.97 billion, 
and then underpayments, meaning individuals who qualify for the 
program who in the computation by the State or the county agency 
are underpaid for what they qualify for, and that is about half a 
billion dollars, $488 million a year. 

So we continue to focus and work on that. It is certainly an area 
of attention for us, but again, it is the lowest in the history of the 
program and, I think, one of the lowest, if not the lowest, of all the 
means tested State and Federal programs that States administer. 

Ms. DeLauro. My time is over, but thank you very much. I think 
anything that you can continue to do to reinforce that notion, there 
seems to be a propensity to think that so many people are getting 
food that they do not deserve. I suggest we take a look at a com- 
pany in my district called GE, which has not paid its fair share of 
taxes and gets a rebate. I suspect that those folks at GE are eating 
very, very well these days. 

Mr. Kingston. Mrs. Lummis. 

Mrs. Lummis. Thank you, Mr. Chairman. 

I really do not know anybody in Congress who does not support 
these nutritional programs. It is just about the level and the eligi- 
bility and the duplication, and so I want to go to the issue of eligi- 
bility. 

It is admirable that your statistics with regard to error rates is 
so good, but is perhaps part of the reason that those error rates are 
so low is that eligibility is so high? 
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WIC ADJUNCTIVE ELIGIBILITY 

And here is my point. To be eligible for WIC’s supplemental nu- 
trition program, the level of qualification is 185 percent of the fed- 
eral poverty guidelines. But if you qualify through the broad based 
categorical eligibility, it can be based off of TANF or SNAP or Med- 
icaid, and those have varying eligibility requirements across states, 
some as high as 300 percent of the federal poverty guidelines. 

Do we know what percentage of WIC participants are eligible 
only through the broad based categorical eligibility? 

Mr. Concannon. We do, indeed. Thank you very much for that 
question. 

You correctly point out that the income eligibility for WIC is 185 
percent of the federal poverty level, which is higher than the SNAP 
Program, which has lower eligibility. But there are individuals in 
the WIC Program who can qualify through what is called adjunc- 
tive eligibility, meaning just as you point out, those households 
that are either receiving Medicaid or State Child Health Insur- 
ance — SCHIP Programs — or Temporary Assistance for Needy Fami- 
lies— TANF. 

And States are allowed, within the Federal framework, to set an 
income level. It has to be approved federally, and some States do 
have up to 300 percent eligibility for pregnant women in those 
households. I am very conscious of some of the large States where 
300 percent in New York City may be very different from 300 per- 
cent in Des Moines in terms of what it can buy. 

So we do have a statistic. It is like 2.6 or 2.9 percent of eligible 
participants in the WIC Program have income greater than 185 
percent. So that is just under three percent qualify by adjunctive 
eligibility. 

Mrs. Lummis. Okay, great. Thank you. 

If a participant is eligible through Medicaid, would it make sense 
that WIC check the income listed in Medicaid’s database? 

Mr. Concannon. Yes, indeed. In fact, typically the eligibility sys- 
tems in States are typically run by the same department in the 
State government that does income eligibility for Medicaid, child 
health insurance. Sometimes that is separate, but mostly in the eli- 
gibility agency, TANF, a cash assistance program, and SNAP, and 
often that same agency may be responsible for child support and 
for subsidies for children being provided subsidies in child care. 

But typically it is the same agency. It is the same data system, 
you know, automated so that actually that is an advantage, to be 
assured, because you have to show proof of eligibility in those pro- 
grams so that once it gets into the system, you know it has been 
vetted. 


SNAP CATEGORICAL ELIGIBILITY 

Mrs. Lummis. And do you know what percentage of SNAP par- 
ticipants are eligible only through categorical eligibility so they 
would not meet the original income and asset tests for that pro- 
gram? 

Mr. Concannon. I should mention that the income, even in cat- 
egorical eligibility, the income requirement remains that the family 
at the end of the day to be eligible for the program, their net in- 
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come has to be at 100 percent of the federal poverty level. So there 
is not an effect or an increase in the income eligibility. 

The major effect of broad based categorical eligibility is on the 
asset test, that is, the value of a cash account or an automobile or 
automobiles, and in that regard, I know that there are 43 States 
that have adopted broad based categorical eligibility, and 2.9 per- 
cent of participants in those households have exceeded the federal 
income limits, 2.9 percent. 

OVERLAP BETWEEN WIC AND CSFP 

Mrs. Lummis. Okay. Thank you. Thank you, Mr. Chairman. 

Mr. Kingston. Thank you, Mrs. Lummis. 

Mr. Secretary, I wanted to just get back on the CSFP, the Com- 
modity Supplemental Food Program. There are some people on that 
who are actually on WIC as well even though it is for participants 
over 60? 

Mr. Concannon. No, I do not believe that that is the case. I am 
sorry. 

Mr. Kingston. There is five percent? 

Mr. Concannon. There is a very small percentage. 

Mr. Kingston. It is a very small percent. 

Mr. Concannon. But I think it is largely now almost exclusively 
dedicated to the senior population. 

PROGRAM CONSOLIDATION 

Mr. Kingston. Yes, it has become that more and more, but the 
reason why I say that, and this is important, USDA proposed con- 
solidating CSFP with food stamps, and it would have saved $140 
million, and that proposal was three years in a row. It would have 
affected WIC enrollment a little bit to offset some of those savings. 

But the point is with this, Rosa, that you can consolidate a pro- 
gram right here and save money, and it would appear to me that 
we would be remiss in our duties if we did not discuss that. You 
know, that might be something that we should look at. 

Let me also move 

Ms. DeLauro. Point of information. It would not be subsumed as 
they do in block granting of things where then we lose people in 
the translation. 

Mr. Kingston. But, you know, I am thinking that you could. It 
is not a radical proposal. USDA proposed it three years in a row 
themselves, and you know, the savings is $140 million. What I am 
saying is whenever there is common ground, brothers and sisters. 

SCRIPPS ARTICLE ON SNAP RETAILERS 

Okay. The next question: Scripps had an article recently about 
a number of issues with SNAP trafficking, and the IG report had 
kind of tracked it, but they compared store owners who were per- 
manently banned from the SNAP Program and examined the per- 
manent ban list with those who should have been eligible and 
those who were doing it, and they found 1,492 who continued to ac- 
cept food stamps who should be banned from it. 

Mr. Concannon. I am very familiar with the Scripps article. 
This was a six-month investigative report done around the country. 
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At the end of the day, Scripps referred to us 36 store locations, say- 
ing these stores were taken out of the program permanently. 

By the way, there are more than 8,000 stores that over the past 
ten years, have been permanently taken out of the program for 
trafficking. Scripps went back through the public databases and 
said let’s go look for these locations to see if that store is still traf- 
ficking. These are invariably small stores, by the way. 

They referred to us specifically 36 stores. Twelve of those loca- 
tions are not processing SNAP in any way, shape or form. So that 
was 12 of them. Another 12, we looked at all the documentation, 
additional documentation, checked our own data, redemption infor- 
mation, and found no problem. 

Mr. Kingston. Let me interrupt. What if Joe Blow owns a store 
and it is banned, and it is a corporation and then says, “Okay. 
Well, I am going to reopen under the name of another corporation,” 
in which he is still a 51 percent stockholder? 

Mr. Concannon. That is a no-no. 

Mr. Kingston. Okay. 

Mr. Concannon. That is a no-no. In fact, I will tell you, to be 
perfectly honest with you, we appreciate the fact of the Scripps se- 
ries because it alerted us to the fact that, you know, if you are real- 
ly determined — the analogy I think of all the time is cyber security. 
If I am determined and if I had some competence in technology, if 
I am determined to crack your system, I am going to keep trying 
to do so. 

Well, we found when a store comes into our program, they have 
had to produce for us their public license. That is what we relied 
upon until about a month or so ago, but we found that I might 
change, I might not level with you, I might not tell you fully that 
this new corporation, I am really behind it. 

So now when stores come in in those locations, and by the way, 
these trafficking issues tend to obtain or occur in almost always the 
same locations; so now when stores apply for us, one, we say we 
have to see all of your licenses, your tobacco license, your health 
department license, your business license. We also have to see tax 
returns. We want a whole bunch of 

SNAP ONLINE TRAFFICKING 

Mr. Kingston. Let me interrupt you to get to another question, 
but that did catch my eye because 1,492 of the sites are still selling 
it, but they are sold to different people, and the building should not 
be held against them. 

Okay. Here is a telephone number for you: [Clerk’s note. — This 
information can be found in the subcommittee files.] and here is 
the Craigslist want ad, and I will quote. “So here is the deal. If you 
are not using your food SNAPs, I need them. I can meet you at any 
supermarket of your choice anywhere in North Jersey, New York 
City or Queens. I will pay you $10 up front and then 50 cents on 
the dollar. For example, if the bill comes up to $100, you swipe 
your card. I pay you $60. Not a bad deal, right? I am a family man. 
I need food; you need money. So please give me a call.” 

Now, is that legal or illegal? 

Mr. Concannon. That is illegal. 
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Mr. Kingston. Now that you have that number, that came off 
Craigslist this morning. Okay. Anybody who wants to call — we 
should do that — (347) — hello, you are busted. [Laughter.] 

And the first caller gets a free bag of peanuts. 

Mr. Concannon. That is a violation even before it happens. We 
have amended our regulation to say even if you post the intent, we 
do not have to wait for that sale to take place. That is a program 
violation. 

Mr. Kingston. This is another one, but decorum prevents me 
from reading it, but it is another one that is out there, and that 
is the kind of thing that, you know, just drives people crazy and 
some great common ground. 

Mr. Concannon. We have asked Craigslist to not post them, to 
take them down. We have written to eBay, all of them, and they 
have cooperated with us in the past, but obviously still some are 
slipping through, but we monitor that, too. We have people moni- 
toring those sites. 

That is now considered even before it takes place, the intent to 
sell benefits is a violation. We do not wait. 

Mr. Kingston. So somebody could dial this number today be- 
cause this was posted today. 

Mr. Concannon. Well, you can be confident that it is not appar- 
ent as the guy represents, you know. 

Mr. Kingston. I will pass it to you. 

Mr. Farr. 

Mr. Farr. Thank you, Mr. Chairman. 

TRANSFER TO WIC FROM SNAP 

A couple of weeks ago Secretary Vilsack sent this committee a 
letter notifying us that he intends to use the transfer authority to 
move $400 million into the WIC Program and pointed out without 
movement of these funds, the WIC Program is in jeopardy of turn- 
ing away eligible women, infants and children. 

Can you tell us when these States, the listed States like Cali- 
fornia, Georgia and New York, Florida, New Jersey and Texas, los- 
ing in the multimillions of dollars, California the most; do you 
know when these States would start turning away eligible appli- 
cants if the money is not provided by this committee? 

Mr. Concannon. Yes, indeed. I think the Secretary has already 
indicated in that transfer of language that was in a report, said 
when funding for this program represents a relatively significant 
reduction, the Secretary can utilize funding mechanisms at his dis- 
cretion. And he intends to avail the program of funds in the SNAP 
contingency account. That will not result in SNAP beneficiaries los- 
ing benefits. 

But as you know, these half-dozen large States, and there are 
other States out there as well; those are the large States that have 
been mentioned. Reports have been coming to us from States of 
States shutting down their evening clinics and so on and consid- 
ering moving in the direction, if not implementing, waiting lists. 

Well, there have not been waiting lists on the basis of bipartisan 
support going back to the first Bush Administration, and the prob- 
lem in WIC, if you start implementing waiting lists for a pregnant 
woman or a young infant, it defeats the purpose of the program. 
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WIC PROGRAM WAITING LISTS 

Mr. Farr. So then these waiting lists are starting right now? 

Mr. Concannon. Well, they have not started the waiting list. 
What they have said is unless they get indications from us that the 
program is going to be funded at a level that will support the case 
load size, they will have to because they will run out of time as the 
fiscal year moves along. 

Mrs. DeLauro. I think tiered. In other words, it is like Category 
1 goes first, Category 2, Category 3. 

Mr. Concannon. There are if they have to go to that, but they 
are already shutting down some of their evening clinics. For work- 
ing folks, that may be the only time they can get to that WIC clin- 
ic. 

Mr. Farr. Mr. Chair, we ought to expedite the transfer author- 
ity. I am really surprised that my State of California, in thinking 
about this program, and we have been talking about it all day, how 
effective it is as a spending program of getting money into Main 
Street in small towns all over and big towns as well, but the fact 
that we would deny eligible people access and that States are not 
taking advantage of, as California is not either, of the fully eligible, 
do you know how much money California is losing by what you 
said, 25 percent of the people in California are eligible that are 
not 

Mr. Concannon. Well, actually in WIC, the WIC Program, actu- 
ally States do a much better job, including California, in making 
sure that eligible Californians have access. 

Mr. Farr. It is the SNAP Program. 

Mr. Concannon. They do a better job with WIC by far than they 
do with SNAP. So it is not an issue of States declining. As I de- 
scribed, while they are large, mostly in public health departments, 
people are fiercely committed to the benefits of the program, and 
what is coming to us in terms of States like California is the State 
itself is concerned that the rate at which they are serving low-in- 
come Californians in WIC is such that unless that additional $400 
million are restored to the program, they will have to start imple- 
menting those tiering policies of not serving eligible people who are 
coming to their front door. 

Mr. Farr. Yes, but I am trying to make the point that it is both 
not only beneficiary for the purposes of the program, particularly 
the women participating in the WIC Program, but it is also bene- 
ficiary for our local economies. 

Mr. Concannon. Very definitely, and it supports health care ex- 
penditures, which are even larger. In other words, it is preventive 
health. So it helps States like California that have challenges meet- 
ing the Medi-Cal budget. There is lots of evidence that for every 
dollar spent in WIC and even in a period of months, it reduces the 
costs in the Medicaid Program. 

Mr. Farr. Well, what I am suggesting here is, and perhaps you 
can even get us more specific data by State, is that even though 
there is the attitude in Congress that we are not going to do any- 
more stimulus spending, that we ought to make an exception in 
this area. We really ought to make every eligible person in the 
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United States eligible from the standpoint of all the benefits you 
have talked about, but also to benefit our local communities. 

We are all trying to take home more money to our districts to 
help the economy. This would be one great way to do it and get 
a big benefit for it. 

Mr. Kingston. If the gentleman will yield, I want to say that 
when we got the request for the reprogramming, we asked for addi- 
tional information February 10th. We did not get it. When the Sec- 
retary was here last week I brought it up again. We just got it yes- 
terday. We are looking at it. It does not appear that the numbers 
match up, but I will be glad to share that with you. 

So we are not sitting on it. We have been asking for some infor- 
mation. 

Mr. Farr. So how long for us to make a decision? 

Mr. Kingston. Well, it would be as soon as the USDA gets us 
the information and we feel that the numbers are correct. 

Mr. Farr. The Secretary is going to get it from Mr. Concannon. 

Mr. Kingston. And we just got the information last night, and 
so we will respond to you today, and we will get it done. 

Mr. Nunnelee. 


SCHOOL LUNCHES SENT FROM HOME 

Mr. Nunnelee. Thank you, Mr. Chairman. 

Kevin, there has been a lot of publicity and discussion over the 
last few days about school lunches sent from home. I appreciate the 
press release issued by USDA. I am quoting from it. “USDA does 
not regulate sack lunches or any other food children bring from 
home to eat at school. That is the responsibility of the parents.” 

And I just wanted to give you the opportunity to comment on the 
record whether it is children bringing sack lunches from home. 
There is this deal about the rumor going around that you are going 
to have to repackage and you cannot bring anything with a logo on 
it. 

I would like to give you an opportunity to comment on that for 
the record. 

Mr. Concannon. Well, thank you very much for bringing it up. 

There was a story circulating a week or so ago, went viral across 
the country, about a North Carolina child care center. First of all, 
let me be clear. There was no USDA staff at that center. It was 
a child who brought her lunch from home, and we do not have a 
stake in schools or in child care centers. When children come to 
school with their lunch provided by the parent or the household 
they live in, that is their business. We do not regulate them. We 
do not have standards for them. 

So I very much appreciate that. We regulate the child care pro- 
grams, the meals that are provided through the Child Care and 
Adult Feeding Program or, in the case of schools, the school break- 
fast, school lunch, suppers, in some cases now emergency suppers. 

But I visit schools regularly, both to encourage schools in the di- 
rection, but also I learn invariably when I am out there, and I see 
kids that take their lunches from home as well. I have eaten with 
them at tables. That is the responsibility of their parents. We do 
not have a stake in that. We do not inject ourselves into that. 
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Mr. Nunnelee. The USDA press release did cause me to at least 
have a question. What about the situation if a parent wants to 
send cupcakes to school for their child’s birthday party, to celebrate 
their child’s birthday? Does that violate a USDA regulation? 

Mr. Concannon. No, it does not, no. 

Mr. Nunnelee. Thank you. 

SNAP PAYMENT ACCURACY BONUSES 

Then one final question. We talked a lot about accuracy rates, 
and we had the conversation last week with Secretary Vilsack over 
bonuses paid to states that achieve certain accuracy rates, if you 
will, the carrot, as opposed to sanctions imposed upon states that 
failed to achieve certain accuracy rates, the stick. Are there any 
sanctions used against states that do not achieve certain accuracy 
rates? 

Mr. Concannon. Yes, there are. It is both. We have a system of 
both financial bonuses, but we have sanctions as well, and invari- 
ably, you know, the States will appeal to you as members to say 
please get the USDA off our back, but we pay careful attention to 
that because a failure on that part compromises the program. 

There are states that have to pay financial penalties, as well as 
states that get financial bonuses for performance. It goes both 
ways. 

Mr. Nunnelee. All right. Thank you. 

Mr. Kingston. Mr. Farr. Mr. Nunnelee, will you yield to Mr. 
Farr? 

Mr. Nunnelee. Sure. I think I have got about five seconds left. 

CUPCAKES IN SCHOOL 

Mr. Farr. You raise an interesting point. I had a teacher tell me 
that the parents are insisting on serving, you know, nutritious food 
in the cafeteria, and then they have a birthday party, and the par- 
ents for this one class of 21 kids brought 96 cupcakes, and they 
said, you know, the parents do not get it. They think it is all right 
if we just feed them okay in the lunchroom, but that they do not 
have to comply with good dietary standards the rest of the day. 

So it is a problem when you show up with cupcakes, and we need 
to get that message out. 

Mr. Nunnelee. Can I respond? 

Mr. Kingston. It is your time. 

Mr. Nunnelee. I realize it may very well be a serious problem. 
My observation is very often USDA is being blamed for something 
they do not have anything to do with, and if local school officials 
want to deal with that issue, they have got every ability to do it, 
but do not blame USDA. 

Mr. Kingston. Ms. DeLauro. 

Ms. DeLauro. I am sitting here thinking about my kid’s birthday 
or my grandkid’s birthday. Yes, I buy my grandkids cupcakes for 
their birthday. So I am guilty. The rest of the time I serve good 
food, nutrition. You know, we develop this hair shirt mentality 
about kids in schools and, most particularly, the low income kids, 
you know. They should not have a cupcake for their birthday, you 
know, because we are not following the guidelines. 
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There is a little bit of madness, I think, that we are dealing with 
here. In any case, three quick things. 

WIC ADJUNCTIVE ELIGIBILITY 

Adjunctive eligibility, is that driving caseload growth, Mr. Sec- 
retary? 

Mr. Concannon. No, it is not. I mean, I mentioned earlier there 
is 2.9 percent of the caseload that has become eligible by virtue of 
adjunctive eligibility who would not otherwise be. What is driving 
the caseload is the economy unfortunately. 

WIC FUNDING SHORTFALL 

Ms. DeLauro. Let me just make a point about the WIC funding 
here. We had a debate about WIC funding last year, and with the 
Administration’s request to transfer $400 million from SNAP to 
WIC this year, and we are still debating it. I wanted to make folks 
aware of the fact that this shortfall in WIC or the vast majority 
of it was known last year. 

When we concluded the fiscal year 2012 conference, House Demo- 
cratic staff developed an estimate in conjunction with FMS. It 
showed a tentative conference number to be about $300 million too 
low. Our staff pleaded with the Majority staff and with the Senate 
for an increase, but largely to no avail. All they got was an increase 
of about $36 million. 

So as we review the materials that are submitted by the Admin- 
istration in defense of this request, I think we ought to understand 
and I want to make sure that members understand that this 
should not be a surprise. 

health benefits of wic 

I have a question for you. This is about public health advantage, 
the public health advantage of mothers and young children that 
are enrolled in Medicaid also participating in the WIC program. If 
you could just address that because that was addressed here ear- 
lier this morning. 

Mr. Concannon. Yes. We have a White House Fellow who is a 
physician, with us for a year, trained in Connecticut actually, at 
medical school, but who has taken on a project of, again, enhancing 
our communication back and forth with HRSA, the Health Re- 
sources and Services Administration, and ultimately what we are 
trying to reach down into is to make sure that family practice docs, 
pediatricians, Federally qualified health centers are mindful of the 
benefits of the WIC Program, and that we can both reinforce for 
each other the messaging in WIC, for example, what I mentioned 
earlier about fluids, you know, for your very young children. You 
should not be giving them soda under any circumstances. 

So we are trying to balance each other or support each other in 
that regard. 


nutrition promotion and education 

Ms. DeLauro. Just a quick question, Dr. Anand. I noticed, I 
think, that your budget is about $8.7 million. 

Dr. Anand. Eight point seven million. 
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Ms. DeLauro. Eight point seven million dollars to deal with the 
kind of promotional and educational opportunities that we are try- 
ing to get to people about nutritious food? 

Dr. Anand. Compare that to what McDonald’s spends or Burger 
King spends. It is really a very small budget, and we cannot really 
promote nutrition in the public. 

Ms. DeLauro. This is the point I want to make. I was stunned 
to see $8.7 million for a budget that says these are good foods, 
these are nutritious foods. This is how you really help to deal with 
the public health of your families. 

And then there is all kinds of data on the amount of money that 
is being spent by the advertising industry directly targeted to chil- 
dren, directly targeted to children so that when you go to that gro- 
cery store these kids know what they have seen. They pull it off 
the shelf. 

It is not unlike what happened in the tobacco industry years and 
years ago when more kids knew who Joe Camel was versus Mickey 
Mouse, and we are fighting back with both hands tied behind our 
back rather than being able to fight in the way we need to in order 
to provide nutritious food for our children. 

And I do not care how voluntary the guidelines are. The industry 
is there to make a profit. I do not have a problem with their mak- 
ing a profit, but not a profit at the expense of the health of our 
children. You need to have more money, Mr. Anand, to deal with 
the kinds of educational information that families and children 
need to have in order to eat properly. 

Thank you. 

Dr. Anand. Thank you very much. 

Mr. Kingston. I thank the gentlewoman, but I say you have 
what you need. 

Dr. Anand. No, we do not. 

SNAP AND OBESITY 

Mr. Kingston. You do. You have a limited menu on WIC, but 
you refuse to limit the menu on food stamps. You know, the hypoc- 
risy of denouncing people trying out to get a profit, which I under- 
stand, but for the USDA to sit there with an $85 billion program 
and refuse to eliminate Frappuccinos from the menu, do not lecture 
us about what a good job you are doing on nutrition. That is my 
point. 

Would the gentlewoman like some time? 

Ms. DeLauro. People who are obese in this country are not peo- 
ple who are on SNAP. Let me tell you. If you want to take a look 
at the obesity problem, you do not have to look at people who are 
on food stamps. 

Mr. Kingston. Here is the point though. It does not matter. If 
you are bending over backwards to limit the menu on WIC and 
then you transition people to go out and get all the Twinkies they 
want, that is a real inconsistent 

Ms. DeLauro. Would the gentleman yield? 

Mr. Kingston. Well, let me ask you a question. Do you agree 
that that is an inconsistent message? 

Ms. DeLauro. Well, look. I am going to give you what George 
Bush said here. Implementation of food restrictions would increase 
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program complexity and costs. Now, do you want to drive up the 
administrative costs or do you want to maintain them at the levels, 
the low levels, that these folks have dealt with? 

Mr. Kingston. Some of my friends would say if we drove up the 
cost it would be an investment in nutrition and reduction of obe- 
sity. So I would suggest that to my friend. 

Mr. Farr. Can I get in here, too? 

Mr. Kingston. Absolutely. 

Ms. DeLauro. Go for it, Sam. 

Mr. Kingston. There is always room on the dais. 

Mr. Farr. No, this is a really serious argument. 

Mr. Kingston. It is a very serious discussion. 

Mr. Farr. And the issue really is how do you change human be- 
havior. And I will tell you, you know, it is very interesting. We just 
grew up culturally with these values of food. When I went into the 
Peace Corps and went into Colombia, South America, my first day 
in the barrio was to go down to the stands of fruit that were there, 
and all of this fruit, I had never seen any of it before, guanabana, 
platano, mangoes and even those were things that were not in the 
stores in those days. 

And the question is you can see it. Then figure out how do you 
eat it. I mean, do you peel it? Do you cook it? What is it? 

And people grow up with that culture. So trying to get people to 
change, you know, to say, “Oh, let’s eat this,” if it has not been part 
of your life, it is a challenge for American culture to change the 
value of food. And as long as we value food inexpensively and pret- 
ty and sweet and accessible, we are going to keep doing it, and that 
is what we are fed. 

So this idea of whether you are going to discipline by telling peo- 
ple you cannot buy this with food stamps or really try to change 
a whole behavior, I mean, I think the First Lady is trying to do 
this, and if the First Lady cannot do it very successfully, who can? 

So we need to figure out how to get the most 

Mr. Kingston. I would say, and let me get back to the New York 
thing, New York being somewhat of a leader city, and I understand 
the complexities of that, but you know, maybe come to New Haven 
where the good people are very interested in nutrition and say, 
why do we not try it there. That is a fair size city, and it is a city 
that has a very well-educated population. 

But why does WIC have a specified menu for the nutrition of 
children? And then, why do we fall off a cliff when somebody turns 
five years old and say, “Well, you are now on food stamps. Go out 
and get all of the Twinkies you can eat”? 

I am suggesting to you there is a real educational inconsistency 
there if you are trying to really push good nutrition. 

Ms. DeLauro. I think industry has a real responsibility here as 
well, and every guideline, it is always voluntary and it is always 
a guideline. 

Mr. Kingston. If the gentlewoman would yield, now I will obvi- 
ously yield time to you, but do not interrupt because I am not 
through yet. 

If you look at McDonald’s, they have done a lot to move their 
menu towards nutrition, and I actually cannot recite it, and I am 
not here to defend or promote, but I just know that they are selling 
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more salads and more broiled chicken and so forth like that, and 
they are moving in that direction. 

But I would not leave them out of the formula. I think your point 
is exactly right. Everybody has responsibility here to step forward, 
and so what I am saying is we have all got to hold hands and jump 
in this pool together. 

Now, let me yield to you. 

Ms. DeLauro. Well, I think that that is admirable, Jack, but we 
are not going to join hands and sing “Kumbaya.” 

Mr. Kingston. We might. Do not give up. 

NUTRITION EDUCATION 

Ms. DeLauro. No, I just say this because we have had two re- 
cent examples here, real examples, when the agency tried to deal 
with a school lunch and they tried to say that we are going to deal 
with less in terms of starch and potatoes, et cetera, and they went 
to the pizza issue, and in both instances they were rebuffed to the 
point of being trumped, et cetera. 

Years ago there was a case that had to do with beverages and 
sugar, and the industry at that point fought against any lessening 
of a sugar content in their product, and industry trumped one more 
time. I think that there are a whole lot of special interests in this 
area which are not going to help to change that culture or that 
need to turn it around because it is about a profit motive. 

And again, I introduced, which is in the health care bill, the cal- 
ories on the menu boards. I take great pride in that. That was my 
legislation that made it into the health care bill, and we are now 
in the implementation stage of those regulations. And let me just 
say that the arrayed interests against moving forward on that, and 
I worked with the Restaurant Association, we have vending ma- 
chine operators who do not want to comply. We have theaters. 

I go into the local theater, the Criterion in downtown New 
Haven. They are selling hot dogs, nachos, soda, popcorn. It used to 
be instead of popcorn you got a very big box of Raisinets, you know, 
or Jujubes. They are selling everything, but they now claim that 
they are not in the food business. They do not want to put up any- 
thing on the menu board that says a bag of popcorn, a hot dog, 
tacos or nachos with cheese sauce on it. They do not want to put 
that up because the industry says no. 

And I will tell you I am in fear that we are not going to get the 
strongest regulations that we need in order to address this, and 
they are going to water down the intent of Congress in moving for- 
ward on this. We are up against an array of special interests that 
always wind up trumping what is in the best interests of public 
safety. 

Mr. Kingston. Well, let me assure you this. The person on the 
dais who would catch the most grief if we changed the food stamp 
program to a limited menu would be me because it would probably 
be more pro business groups who would fight it than the nutrition 
groups, and yet I am the one raising it, you know, daring to go out 
there on the thin ice. But the three of us have been discussing this 
for many, many years, and it is a worthwhile discussion. 

But I did want to point out to you, Rosa, just to remind you that 
you have switched from the food pyramid to MyPlate, and that is 



289 


a step, and in fact, the working group results were not just for 
naught. The rug was not pulled out from under them, but in the 
style of Washington, there was a compromise on it. But one of the 
biggest opponents of it were the local school groups because it was 
about a $6 billion cost, and so the local school boards had a lot of 
concerns about it. It was not just, you know, folks out there from 
the private sector. 

I want to bring up something else though, and we will continue. 
As you can see there is no passion or interest on this subject what- 
soever. 


SCHOOL MEALS’ ERROR RATES 

You know, we talked a lot about the error rate being low on 
SNAP. Now, that is still united to get to that. School lunch though, 
17 percent error rate, 16 percent I think, and the school breakfast 
about 25 percent, and school lunch, that is $1.7 billion and school 
breakfast is about $700 or $800 million. That is something, again, 
searching for common ground I think we could go after. 

Mr. Concannon. Let me comment on that, Mr. Chairman. That 
estimate of that cost is based on an APEC study I was trying to 
remember, Access, Participation, Eligibility, and Certification. I 
knew the acronym, but I could not think of the words. There was 
one done on 2005-2006, and that is where we get the current esti- 
mate, but in the meantime we have taken a number of steps with 
schools in terms of tightening up that eligibility, and in the 
Healthy Hunger Free Kids Act enacted last year, it puts an empha- 
sis on direct certification. I mentioned it earlier, relying upon data- 
bases from means tested information that the State already has. 

Now, for example, children in SNAP households, 80 percent of 
those children in schools, that data is transmitted for direct certifi- 
cation, and for the general population of children in schools, the di- 
rect certification number for all kids is going up as well. 

So we are reprogramming funds to do another APEC study this 
coming year, recognizing that that is still an outstanding issue that 
is of concern to us, and we have had some incidents recently 
wherein up in the upper Midwest where we had department school 
folks who worked for the school department not adequately or prop- 
erly reporting their income. We have issued new advice to schools 
across the country, including that one, on their ability to run data- 
bases on school employees. 

Mr. Kingston. On the 25 percent in the 2011 year, were there 
some take-aways that we can apply without doing another study? 

Mr. Concannon. Twenty-five percent? You lost me on that one. 
I am sorry. 

Mr. Kingston. It is a GAO report, not APEC. So excuse me. 

Mr. Concannon. Okay. Well, again, the only thing I can say, and 
we can respond to you, I see it. It is 24.9 percent, 25 percent. 

Mr. Kingston. Yes. 

Mr. Concannon. We will respond to you. I do believe that the 
direct certification is going to help us on that as well. 

[The information follows:] 
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We believe the efforts described below and the continued support from your committee for the 
funding to accomplish these efforts should certainly help improve integrity and should be reflected 
in the ongoing APEC study. 

Our continuing efforts with direct certification have led to significant improvements; e.g., in school 
year 2010-2011, 85 percent of local education agencies (LEAs) directly certified students from 
SNAP households, a substantial increase from school year 2004-2005, when just 56 percent were 
directly certified. 

In addition, we are currently pursuing the following administrative actions: 

• Clarifying guidance to States and schools on the certification process to promote rigorous and 
careful review of applications and proper determination of eligibility; 

• Continuing to select State agencies administering the NSLP for management evaluations based 
on a high risk indicator tool developed by FNS; 

• Continuing to train staff in every State agency to ensure effective monitoring of schools operating 
the programs, so that problems are identified early and corrective action is focused on poor- 
performing schools; 

• Awarding Administrative Reviews and Training (ART) Grants to perform additional 
administrative oversight reviews of selected high risk LEAs; and 

• Directing State agencies to make more thorough use of annual verification data to focus 
corrective action in school districts to address errors, better gauge accuracy, and help promote 
program integrity; 

• The 2004 Reauthorization Act required LEAs to verify a 3 percent sampling of free and 
reduced-price applications; Verification is only required when eligibility is determined 
through the application process, not direct certification, which, as stated above, relies on 
rigorous data from SNAP and other means-tested programs; 

• LEAs are required to verify questionable applications which are determined on a case-by- 
case basis based on information provided in the application; 

• The use of direct verification contributes to the accuracy of the verification process by 
matching Medicaid records to school applications. 

The Healthy, Hunger-Free Kids Act of 2010 (the Act) was signed into law on December 13, 2010 and as 
a result, we are taking the following actions required in the Act that will help reduce improper payments: 

• Increasing the frequency of the administrative oversight reviews of the NSLP and SBP from once 
evety five years to once every three years; 

• Providing alternatives to the paper application systems in low-income areas; e.g., electronic 
application alternatives to the standard Program application process reduce the number of paper 
applications that are processed manually; 

• Establishing criteria and procedures for local educational agencies (LEAs) that demonstrate high 
levels of administrative error by having an individual or entity independently review the initial 
eligibility determinations for free and reduced-price school meals for accuracy; and 

• Further strengthening direct certification for school meals by encouraging improvement in direct 
certification rates. This strengthening will be accomplished by: 

• Providing performance awards to States for “outstanding performance” and “substantial 
improvement” to encourage States to ensure that ali children in households receiving 
Supplemental Nutrition Assistance Program (SNAP) benefits are automatically enrolled 
for free school meals, with no need for an application: 

• Setting annual benchmarks for States to reach in directly certifying children in 
households receiving SNAP; 
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Requiring States that do not reach the benchmarks for SNAP direct certification rates to 
develop and implement continuous improvement plans ; and to test the potential for direct 
certification with Medicaid in selected States and LEAs. 
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Mr. Kingston. I think this is what would be of interest to us. 
Mr. Farr, you know, on something like this where we can work 
with you, identify what we have learned from this, and help you 
move forward on it, we would like to do that. 

I did not bring this up previously in terms of these error rates 
for school lunch and school breakfast because I just thought it 
would be easier for a smaller group, but that would be something 
where I think we can find ground to work on. 

Mr. Farr. 

Mr. Farr. I appreciate it. This hearing today, and it is longer 
than we normally have for our sort of seven missionaries that come 
before the Committee, two-thirds of the entire food of the USDA 
other than Forest Services is in your department. I mean, this is 
the big one, and it is the most important one when it really comes 
to people in this country. 

So I appreciate the Chair taking the time, to delve down, and to 
look at things. I do think that we in Congress over the years have 
created too much bureaucracy in this because whenever we govern 
poor people, we always think somebody is going to cheat. So we 
create a lot of barriers. If we applied this to the defense program, 
we would find gazillions in savings. We do not drill down in any 
other area as much as we do here because you are the poverty pro- 
gram in America. 

And it is too bad that we have barriers. I just think that low in- 
come people, and somebody was asking about percentage of poverty 
and the national poverty level, many of my communities in Cali- 
fornia, San Francisco being the biggest, have determined that you 
need a livable wage of $12 an hour. They will not do business as 
a city with any company that does not pay a minimum of $12 an 
hour because that is what it takes to get out of poverty. 

If you are a woman with children, a working woman, you cannot 
get the child care, you cannot get the nutritional support that you 
can on programs with any wage less than that. So if we are really 
going to try to get people into decent jobs, then those jobs have to 
pay well enough to be able to afford rent and food. 

FOOD DONATION PROGRAMS 

As I see in our area, we have an abundance of food, which is 
wonderful because we do get it in. As you saw, those schools are 
just full of nutritional lettuce and celeries and big lunches, but we 
produce it all there, and fortunately a lot of the companies just 
bring the excess to the schools. 

One of the programs that has been asked about or one of the 
ideas is happening in the school lunch program in Santa Cruz 
County. They would like to be able to give their excess to the pov- 
erty programs, to the feeding homeless shelters and things like 
that. Is there any bar against excess food in cafeterias being used 
for the community feeding programs? 

Mr. Concannon. The local public health agencies, we have run 
into that. Sometimes they may have requirements around it, but 
we do not. There is no violation from the point of view of FNS say- 
ing you have excess food and we are now turning it over. 

You know, we had a very successful program, for example, here 
in the District. They get food from all restaurants around. 
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Mr. Farr. Yes, I know we have that in California. We also have 
excess from catering parties and things like that, but I did not 
know that we could do that with the school programs as well. 

Mr. Concannon. You know, Congresswoman Emerson men- 
tioned that example of the small carrots. One of the features that 
we have incorporated into the school meals requirement, and we 
have reduced the estimated cost from the six million the Chair 
cited earlier, a figure that came from us originally, to 3.2 million 
over five years by implementing in the breakfast program, in par- 
ticular, offer versus serve. The concept, instead of handing a plate 
to a child and saying you must eat all of these, if the child is not 
going to consume it the child goes through the line and may select 
areas. There is lots of evidence that to the extent that it is your 
choice, it is just human nature that you are much more likely to 
consume it. 

Because we are going to be tracking issues of plate waste, which 
is what that would be referred to when she said the kids all tossed 
those little bags of small carrots. We would be concerned about 
that, both they are not consuming it, but also how is it presented 
and are there ways we can nudge, encourage kids to actually try 
it. 

I was at a child care center not too far from here within the past 
couple of weeks and engaged in just that kind of effort with pre- 
schoolers. 

Mr. Kingston. I always say that carrots and lima beans and 
corn are the gateway vegetables. The more horrible stuff like brus- 
sels sprouts will get you there eventually. You just have to start 
recreationally. [Laughter.] 

Mr. Farr. I am a number one grower of brussels sprouts. So you 
had better eat them. 

Mr. Kingston. I am not old enough yet, but I am thinking about 
it. 

Ms. DeLauro. We are together on that. 

Mr. Kingston. Ms. DeLauro. 

Ms. DeLauro. Yes, just a couple of things. One is with regard 
to the working group. I would just say if you take a look at the 
Committee report, we put so many restrictions on how this group 
could operate that it defies imagination. You know, you have to go 
through so many different hoops to get to what was a voluntary list 
of criteria, and it just seems that I think that is, once again, indic- 
ative of the barriers that prevent us from moving forward. 

I would make one further comment. You know, the areas that we 
should look at, and I will say this very calmly, it came to my atten- 
tion and the incidence was in Kentucky in horse racing. A pur- 
chaser of an eight and a half million dollar horse, a horse breeder 
was able to purchase an eight and a half million dollar horse, and 
then the way our tax laws are structured, that individual could 
take an eight and a half million dollar tax write-off. 

I happen to know that because one of the staff people that I 
have, a former New Haven cop, follows horse racing, and he said 
to me, “Did you see this?” 

And it is stunning. Now, I will just say that is an eight and a 
half million dollar write-off. That person is eating well. That person 
is not worried about, you know, whether or not they are having 
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chips or they are buying soda to fill up their kid’s stomach or not 
buying and purchasing. They are going out and having most likely 
caviar and champagne. 

So I think we need to think about where we look in the federal 
budget and the process as to where we want to try to address the 
issues of deficits and spending, and I think we would find that we 
would have more room to look at serious health issues. And, by the 
way, that does not mean that they should increase fraud or abuse 
or anything, but maintain good standards, and so I think that is 
our job, to look at those areas. 

And finally, I would just say, if I can, I understand it is just out, 
Mr. Secretary, that your article in Roll Call applying the vice grip 
to SNAP fraud, and if I can, I think you have a copy of it, Mr. 
Chairman, that I would like to ask unanimous consent to have that 
put in the record. 

Mr. Kingston. Without objection. 

[The information follows:] 
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Concannon: USDA Cracking Down on SNAP Fraud 

By Kevin Concannon 
Special to Roli Cal! 

Feb. 28,2012. 12:05 p.m. 


Today, 46 million Americans in need get help putting nutritious food on the table through the 
Supplemental Nutrition Assistance Program. About half of those receiving benefits are children, an 
additional 8 percent are age 60 or older and 20 percent of SNAP households contain a person with 
disabilities. 

With the recent economic downturn, many individuals and families turned to SNAP for the first time 
in their lives. 

SNAP is the nation’s first line of defense against hunger. But hand in hand with this mission is our 
responsibility to ensure program integrity. While fraud is a relatively limited problem in SNAP — the 
trafficking rate is down to 1 cent on the dollar from 4 cents in the 1990s — no level of fraud is 
tolerated. Americans expect and deserve a government that ensures their hard-earned tax dollars 
are managed wisely. 

One of the first actions the Obama administration undertook in 2009 was establishing the Campaign 
to Cut Waste, rooting out fraud and abuse in federal programs including SNAP, commonly known as 
food stamps. We have made significant progress identifying and eliminating fraudulent retailers from 
SNAP. 

In 201 1 , our surveillance and investigations to find bad actors and remove them from the program 
continued full steam ahead. We reviewed more than 15.000 stores and permanently disqualified 
more than 1,200 for program violations. The fiscal 2012 first-quarter results built on that success: 
placing sanctions, through fines or temporary disqualifications, on more than 225 stores found 
violating program rules and permanently disqualifying more than 350 stores for trafficking SNAP 
benefits. 

The USDA recently advanced that strategy even further by strengthening anti-fraud efforts in the 
retailer application process. A small number of previously disqualified owners have managed to find 
their way back into the program by falsifying information in their applications. To prevent such 
actions, the USDA has applied new measures to toughen the program, including: 

• Increasing documentation requirements for high-risk stores applying to redeem SNAP benefits to 
better verify their identity and assure their business integrity, 

• Verifying high-risk stores to confirm application information. Store owners found to have falsified 
information with the intent to hide ownership or past violations will be charged, disqualified and may 
be liable for a $1 0,000 fine or imprisonment for as long as five years, or both. 
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• Continuing to notify state departments and federal agency partners about violators to better protect 
our public programs. This includes information on program recipients with suspicious transactions at 
stores known to be trafficking 

In addition, the USDA is improving the ability to detect suspicious patterns of activity by using state- 
of-the-art technology to analyze how and where people are using their SNAP benefits all across the 
country 

As is required in cybersecurity, we must stay vigilant to remain ahead of the curve in fighting SNAP 
fraud While the vast majority of participants and retailers abide by the rules, a few bad actors are 
always looking for ways to exploit the program So we work on continually updating our anti-fraud 
efforts 

Our next generation retailer monitoring system, currently under development with plans to launch 
later this year, will make us even better at identifying potential fiaud 

The USDA will soon publish a proposed rule strengthening sanctions and penalties for retailers who 
commit SNAP fraud, and our new Fighting SNAP Fraud website 

(www fns.usda govffightmgsnapfraud) helps raise awareness of the issues and provides a direct 
portal to report suspicious activities 

Our ultimate goal is to eliminate fraud, and we will continue to crack down on individuals who violate 
the program and misuse taxpayer dollars Americans deserve nothing less 

Kevin Concannon is undersecretary for food . nutrition and consumer services at the Department of 
Agriculture 
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Ms. DeLauro. Thank you. Thank you very, very much. 

Mr. Kingston. Are you finished? 

Ms. DeLauro. Yes. 

Mr. Kingston. I had one last question, and it is an academic 
question. Well, it is not an academic question, but you know, in 
terms of buying local, I think there is some nutritional value, but 
I think there is also a lot of romantic notion behind it. For exam- 
ple, when the good people of New Haven eat tomatoes or water- 
melons or spinach, it was not grown locally. You know, it is good 
for you, and so we have an abundance of fresh vegetables because 
of really two things. The economies of scale have grown something 
like that in California, but also packaging and the great revolution. 

People do not understand baby carrots actually, I think, were 
founded in 1988, and all they are are big carrots cut up. It was 
really a combination of two things, a good marketing idea and 
packaging, but because of that, I think we eat six pounds per per- 
son more carrots today than we did 20 years ago. I am getting a 
little fuzzy on that, but it is basically the point. 

NUTRITIONAL ADDED VALUE OF LOCAL FOOD PRODUCTS 

So my question is, and I want my local farmers to sell to their 
local school boards. There are a lot of prohibitions, a lot of reasons 
why they do not, but I was wondering if we have ever — not nec- 
essarily in your department, but somewhere if we have a study 
that shows the nutritional added value of the local product. 

This Committee is very pro for it, but is there anything out 
there? 

Mr. Concannon. That would be a question that I think we would 
probably extend to the Agricultural Research Service, ARS, but I 
will say this much. We have been trying to facilitate through our 
regulatory process support to schools where, for example, I have 
seen examples where school systems are banding together to get 
price leverage. So it is not just buying those special apples or what- 
ever it might be from one grower in one school system. That is 
what this Produce Safety University I was speaking of. We operate 
jointly with the Agricultural Marketing Service, and we not only 
focus on safety because that is one of the concerns that local 
schools have. 

If that lettuce comes in from California, the traceability iron- 
ically may even be easier than if it comes from 35 miles away. So 
the focus in Food Safety University is both on items like 
traceability equipping, but it is also on purchasing strategies and 
quality so that you are not paying for number one when you are 
getting a number two cantaloupe or orange or whatever it might 
be. 

I know we have lots of anecdotal evidence. I do not know that 
we have science. I am going to have to turn to our folks, but anec- 
dotal evidence that availability of locally grown encourages at least 
kids to try more things, but I will ask on that. So that will be a 
follow-up question. 

Mr. Kingston. It would just be kind of an interesting thing to 
underscore. 

Mr. Concannon. Yes. 

[The information follows:] 
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An ERS report issued in May 2010, “Local Food Systems: Concepts, Impacts, and 
Issues,” found that at that time “(e)mpirical evidence is insufficient to determine 
whether local food availability improves diet quality or food security.” The report 
went on to present a set of questions that could inform future research on this topic. 
The report states: “Local foods may affect health and nutrition in one of two general 
ways. First, local food systems may offer food items that are fresher, less processed, 
and retain more nutrients (e.g., because of shorter travel distances) than items of- 
fered in nonlocal systems. . . . Second, local food systems may increase the avail- 
ability of healthy food items in a community and encourage consumers to make 
healthier food choices.” 

Mr. Kingston. Thank you very much, panel, and I know the two 
of you guys did not say anything. Do you want to talk more? 
[Laughter.] 

I know Mr. Young wants a full 30 minutes for himself. 

But with that we thank you for your indulgence and your an- 
swers, and it is always a good exchange when we have you up here. 
So we will look forward to continued dialogue. 

And with that we stand adjourned. 
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UNITED STATES DEPARTMENT OF AGRICULTURE 
FOOD, NUTRITION, AND CONSUMER SERVICES 
QUESTIONS FOR THE RECORD 

HOUSE AGRICULTURE APPROPRIATIONS SUBCOMMITTEE HEARING 
FEBRUARY 28, 2012 


QUESTIONS SUBMITTED BY CHAIRMAN JACK KINGSTON 
EFFORTS TO ELIMINATE FRAUD, WASTE, AND ABUSE 


Mr. Kingston: Despite USDA's statements on new steps to reduce fraud, 
waste and abuse late last year and early this year, recent investigations by 
the OIG and the press (the Scripts article on SNAP trafficking as one 
example) indicate that there are a number of areas in need of improvement. 

The news agency compared storeowners who had been permanently banned from the 
SNAP program with those currently permitted to accept SNAP benefits or food 
stamps. Scripps took USDA's own list of permanently debarred retailers -- 
4,600 in total and found that nearly a third of those retail sites -- 1,492 - 
- continue to accept food stamps. As noted in the article, some sites have 
new owners, but "many sites had the same disqualified owners." 

■ The most obvious question is how can your mission area spend tens of 
millions of dollars on monitoring and retail integrity and OIG spend 
nearly 50 percent of its investigative resources on SNAP trafficking 
and a news agency conducts a short-term investigation and discovers 
this type of obvious fraud and abuse? 

• If USDA is not utilizing the right internal controls and oversight 
to reduce and eliminate fraud, waste and abuse, why should Congress 
provide you with the related funds requested in the FY 2013 budget? 

• Has USDA adopted any practices used by Scripps in their 
investigation? 

Response: USDA takes waste, fraud and abuse seriously. While we have 

a good track record of fighting SNA? fraud over many, many years, we also 
recognize that this effort requires our constant diligence. Correcting 
mistakes and rooting out waste, fraud and abuse so that Federal dollars are 
spent appropriately is a top priority for this Administration. 

We greatly appreciate the issues that Scripps Howard news service 
(Scripps) brought to our attention and we take them very seriously, but 
Scripps had some of the facts wrong about the extent of the issue. We 
investigated all of the stores that were brought to our attention. Our 
research indicates that many of the cases identified by Scripps do not 
involve improper activity. Of the 36 stores referred to USDA by Scripps as 
suspicious, 12 are not SNAP authorized and 16 have no connection to the 
previous disqualified owner. Thus, over three quarters of the 36 locations 
identified do not have ongoing issues. Of the remaining eight stores, five 
stores have been charged with or disqualified for falsification; one has been 
charged with trafficking; one has been withdrawn for inactivity; and one is 
under criminal investigation by the Office of the Inspector General. 

It has been suggested by others that Scripps' findings took little 
effort. In fact, the work of Scripps was intensive and time-consuming. A 
team of Scripps staff did their own investigative work over a period of many 



300 


months to develop their list of stores and requested significant amounts of 
information from USDA staff as they explored potentially fraudulent 
retailers. This team spent eight months tracking down ownership information 
on a small subset of SNAP authorized stores. At least some of that tracking 
involved physically visiting courthouses and licensing agencies to gather 
documents. This is a resource intensive process. 

Fundamentally, USDA treated its experience with Scripps as an 
opportunity to make the Department better at fighting fraud, just as we would 
treat our interactions with OIG or any of our other partners that are 
committed to solving this problem. Understanding that fighting fraud is not 
a static process, we have further strengthened our efforts to prevent the 
reauthorization of previously disqualified owners. For example, we are 
performing a more robust review of public records associated with the owner 
applicant, and have shortened reauthorization time periods for high risk 
retailers. We will continue our efforts to aggressively fight retailer 
fraud. 


Mr. Kingston: Does FNS or any part of USDA have the ability to use the 
National Crime Information Center (NCIC) system to do background checks on 
store owners. Does statute prevent this? Or does the Agency choose not to? 

Response: Data stored in the NCIC is documented criminal justice 

agency information, and the Department of Justice restricts its access to 
duly authorized criminal 3 ustice agencies. With the assistance of our Office 
of General Counsel, USDA's Food and Nutrition Service (FNS) confirmed that, 
as an administrative Agency, FNS is not authorized to access this system to 
obtain criminal history from the NCIC database. FNS is, however, continuing 
to explore information from information broker services that might help to 
inform the authorization process. 

FNS had pilot programs with Lexis-Nexis, ChoicePoint, and Dun & 
Bradstreet, but these initial attempts did not prove fruitful since the most 
violation-prone retailers do not readily appear in the information stream 
captured by these companies. In addition, much of the data provided by these 
companies was not current or clear relative to origin. Although this initial 
attempt was not successful, FNS is continuing to explore the possibility of 
obtaining information helpful to the SNAP authorization process from 
information broker services. Most recently, FNS previewed an information 
service developed and operated by the American Recovery Act Board and as a 
result, will establish a pilot to determine whether the information housed in 
that system can positively inform our SNAP retailer application process. 


Mr. Kingston: Please describe the Department's SNAP program integrity 
work with the National Accuracy Clearinghouse as well as total resources for 
this program. 

Response: On March 23, 2012, USDA awarded a $2.5 million grant to a 

five-State consortium to develop the National Accuracy Clearinghouse (NAC) as 
a pilot project for the Office of Management and Budget (OMB) Partnership for 
Program Integrity Innovation. The States in the consortium are: Alabama, 
Florida, Georgia, Louisiana, and Mississippi, which is the lead State. The 
consortium will create a data clearinghouse that contains State eligibility 
data at the member level and is accessible by all five pilot States, in real 
time, m order to check for dual participation across State lines in the 
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Supplemental Nutrition Assistance Program (SNAP) , Disaster SNAP (D-SNAP) , or 
both. A portion of the funding for this pilot will be used to evaluate the 
results of the NAC data in the initial pilot States and the efficiency of the 
NAC and associated State operations. The Food and Nutrition Service (FNS) 
will be fully engaged as an active partner in the oversight of the NAC 
development, operation and evaluation. Currently, FNS expects the pilot to 
be completed by July 2014 with a final evaluation report due September 2014. 


Mr. Kingston: On a related matter, OIG released an audit report just 
last month (January 2012) entitled "State Fraud Detection Efforts for the 
Supplemental Nutrition Assistance Program" with two major findings and four 
recommendations. The two major findings were: (1) EBT System Management 
Reports Need to Be Better Utilized, and (2) FNS Needs to Strengthen Its 
Oversight of State Fraud Detection Units. Although FNS has agreed to address 
these issues, OIG will need to verify that FNS has successfully addressed 
these issues. 

The following quote from the report notes the impact of USDA not using some 
of the fraud detection tools already available: 

"By not adopting a proactive approach to recipient fraud detection— such as 
that provided by the EBT management reports — Federal and State officials 
could be potentially unaware of the extent to which SNAP recipient fraud 
may exist within each State. In prior OIG and Government Accountability 
Office (GAO) reports , EBT management reports were noted as being useful in 
combating fraud within SNAP." 

• Like the Scripps investigation, why does it appear that FNS is in a 
reactive mode when it comes to these significant findings and 
overall gaps in oversight and enforcement? 

• What is the Agency doing in response to the OIG study and what is 
the timeline for any change in practices? 

Response: FNS takes program integrity very seriously. Any errors are 

of concern and we will not tolerate waste, fraud and abuse. We have been 
working closely with States as our partners in efforts to improve integrity 
and are already fully engaged in actions that respond to some of the concerns 
raised by USDA's Office of Inspector General (OIG). FNS has a long history 
of working with OIG to implement measures with our State partners to 
aggressively identify and take action upon instances of fraud. 

• FNS agreed with OIG's concern that States need to better utilize EBT 
management reports and FNS continues to provide guidance to State 
Agencies in developing EBT re -procurements and making the best 
utilization of available resources and reports. It is important to 
note that many of the best practices identified to date are in State 
Agencies that have established data mining warehouses which are used to 
detect fraud in lieu of standard reports provided by EBT processors, 
such as in Louisiana and Mississippi. 

■ FNS continues to emphasize to States the importance of working with 
their EBT processors to determine the best data available to help with 
fraud detection. States often have internal reports and data mining 
tools that are also extremely useful in fraud detection efforts. Most 
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States now require data warehouses and use those for .internal fraud 
analysis rather than paper reports. 

• FNS encourages electronic fraud analysis methods and is working with 
the States to re-design their approach, by ensuring that the States 
include contract language in their EBT Request for Proposals (RFP) 
procurement process that provides a greater emphasis on fraud reporting 
capabilities . 

• In a policy memo to the States dated October 14, 2011, FNS outlined 
expectations that States would use FNS-provided data on retailer 
disqualifications to further investigate suspicious EBT transactions, 
which are included with the information the States receive. 

FNS continues to pursue a number of other initiatives with our State partners 
to improve data matching and identify potential instances of fraud: 

• On November 15, 2011, FNS issued a policy memo reminding States of the 
requirements regarding the death match, prisoner match and for systems 
to prevent duplicate participation within States. Final regulations 
codifying State matching requirements are in clearance and expected to 
be published in 2012. 

• FNS continues to be actively engaged in dialogue with our regional 
offices and with States regarding policies and technical assistance 
tools which can strengthen integrity to an even greater extent. Under 
Secretary Concannon has made visits to several State Commissioners to 
discuss specifics related to anti-fraud activities and promising 
practices in other States. FNS has also hosted several program 
integrity conferences with States in the last year to provide a forum 
for discussion, expectations and sharing of best practices. 

• FNS awarded a grant on March 23, 2012, through the Office of Management 
and Budget (0MB) Partnership Fund for Program Integrity. This grant 
will fund development of a pilot clearinghouse database with 
information from five States that will conduct real-time data matching 
in order to detect duplicate participation in SNAP and disaster SNAP 
(D-SNAP) across State boundaries. 

• In April 2012, FNS is piloting a new management evaluation module to 
evaluate the effectiveness of state fraud operations. The module's 
development began in early 2011 and is set for deployment later this 
fiscal year. 

Mr. Kingston: The Government Accountability Office (GAO) released a 
report on February 7, 2012, where GAO identified USDA's National School 
Breakfast Program as having the second highest reported improper payment 
error rate in Fiscal Year 2011. According to the report, which matches data 
reported by USDA's Office of the Chief Financial Officer, the error rate is 
25 percent or equaling $705 million. 

• What is USDA doing to bring down this extremely high rate? 

• What is the target rate for this program in fiscal years 2012 and 
2013? 
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• What is USDA doing to bring down the high error rate in the National 
School Lunch Program at 16 percent or $1.7 billion? 

Response: Guaranteeing the integrity of the National School Lunch 
Program (NSLP) and School Breakfast Program (SBP) while ensuring access to 
all eligible children remains a key priority. FNS recognizes its fundamental 
responsibility to promote effective program management and reduce and prevent 
improper payments, while providing easy access to benefits for the people we 
serve. With this said, any approach to reducing school meals improper 
payments must: 

• Improve accuracy without compromising access for low-income families; 

• Not unduly increase burden on schools; 

• Be cost-effective - improving accuracy is potentially resource-intensive, 
and policymakers must not create a process that increases net program 
costs; and 

• Answer the needs of other users of program data, which often use 
certification data to distribute millions of dollars in other kinds of 
benefits to schools; since these needs contribute to the problem, a 
solution may also require new commitments from those users. 

The Healthy, Hunger-Free Kids Act of 2010 (the Act) supports the following 
actions that will help reduce improper payments: 

* Increasing the frequency of the administrative oversight reviews of the 
NSLP and SBP from once every five years to once every three years; 

* Providing alternatives to the paper application systems m low-income 
areas to reduce the number of paper applications that are processed 
manually; 

* Establishing criteria and procedures for local educational agencies 
(LEAs) that demonstrate high levels of administrative error by having 
an individual or entity independently review the initial eligibility 
determinations for free and reduced-price school meals for accuracy; 
and; 

■ Further strengthening direct certification for school meals by 
encouraging improvement in direct certification rates. This 
strengthening will be accomplished by: 

o Providing performance awards to States for "outstanding 

performance" and "substantial improvement" to encourage States to 
ensure that all children in households receiving Supplemental 
Nutrition Assistance Program (SNAP) benefits are automatically 
enrolled for free school meals, with no need for an application; 
o Setting annual benchmarks for States to reach in directly 
certifying children m households receiving SNAP; 
o Requiring States that do not reach the benchmarks for SNAP direct 
certification rates to develop and implement continuous 
improvement plans; and to test the potential for direct 
certification with Medicaid in selected States and LEAs . 

Our continuing efforts with direct certification have led to significant 
improvements; e.g., in school year 2010-2011, 85 percent of LEAs directly 
certified students from SNAP households, a substantial increase from 
school year 2004-2005, when just 56 percent were directly certified. The 
recently published Direct Certification regulation will lead to more 
accurate and timely direct certification data. 
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In addition, we are currently pursuing the following administrative actions: 

• Clarifying guidance to States and schools on the certification process 
to promote rigorous and careful review of applications and proper 
determination of eligibility; 

• Continuing to select State agencies and school food authorities (SFAs) 
administering the NSLP for management evaluations and additional 
administrative reviews based on high risk indicator tools developed by 
FNS; 

• Continuing to train staff in every State agency to ensure effective 
monitoring of schools operating the programs, so that problems are 
identified early and corrective action is focused on poor-performing 
schools; 

• Award Administrative Reviews and Training (ART) Grants to perform 
additional administrative oversight reviews of selected high risk LEAs; 
and 

• Directing State agencies to make more thorough use of annual 
verification data to focus corrective action in school districts to 
address errors, better gauge accuracy, and help promote program 
integrity; 

o The 2004 Reauthorization Act required local education authorities 
(LEAs) to verify a 3 percent sample of free and reduced-price 
applications; Verification is only required when eligibility is 
determined through the application process, not direct 
certification, which, as stated above, relies on rigorous data 
from SNAP and other means-tested programs; 
o LEAs are required to verify questionable applications based on 
information provided in the application; 
o The use of direct verification contributes to the accuracy of the 
verification process by matching Medicaid records to school 
appl ications . 

Mr. Kingston: What is FNS currently doing to monitor WIC's compliance 
with provisions of the Improper Payments Information Act? What is the Agency 
doing to reduce or eliminate incidences of fraud, waste and abuse? 

Response: FNS reports the level of improper payments by the Special 
Supplemental Nutrition Program for Women, Infants and Children (WIC) in 
USDA’s annual Performance Accountability Report (PAR). For improper payments 
to WIC vendors, FNS periodically conducts a national ly-representative study 
using covert buys with WIC food instruments. In addition, States are 
required to conduct compliance purchases or inventory audits on least 5 
percent of WIC vendors every year, and report their findings to FNS. Data 
from the national study and State annual reports are used to estimate the 
level of improper payments to WIC vendors reported annually in the PAR. 

For certification error, FNS conducts a nationally-representative study of 
WIC participating households using in-home income audits on a decennial cycle 
approved by the Office of Management and Budget. For the most recent 
version, the study included analysis of payments for redeemed WIC food 
instruments to determine the dollar value and rate of WIC improper payments 
due to certification error. The results are aged to generate the estimates 
that appear in the USDA PAR. 

FNS has taken several actions to reduce the extent of improper 
payments. Actions to prevent or minimize vendor-related improper payments 
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include mandatory disqualification of vendors disqualified by the 
Supplemental Nutrition Assistance Program, permanent disqualification of 
vendors convicted of trafficking and illegal sales, three-year 
disqualifications for overcharging and charging for food not received, and 
nationwide standards for vendor authorization, training and monitoring. 
Actions to prevent or minimize certification-related errors include 
requirements for income documentation for WIC applicants in all State 
agencies, mandatory one-year disqualifications for the most serious 
participant violations, including dual participation and misrepresentation of 
income, preventing conflicts of interest such as clinic staff certifying 
themselves, close friends or relatives and requiring State agencies to 
maintain information on participant and employee fraud and abuse. 


Mr. Kingston: The Committee is aware of practices in California and 
possibly in other parts of the country where the WIC food package cost per 
participant has risen at astronomical rates. Based upon the Department's own 
estimates, certain stores in California are paid double what other stores are 
paid to reimburse for the price of food. Please provide the Committee with a 
full explanation of how this practice is legal under Departmental guidelines, 
what FNS is doing about this situation to control costs, and what USDA knows 
about similar practices in other states or territories. 

Response : 

[The information below includes updates after the hearing date.] 

Through FNS' monitoring and technical assistance efforts, USDA was made 
aware of the considerable increase in the WIC vendor population in 
California, especially within the vendor peer group of 1-2 register stores 
authorized to participate in the Program, as well as the escalating food 
costs in California by these vendors. 

Federal WIC regulations require that WIC State agencies implement a 
vendor peer group system, competitive price criteria, and maximum allowable 
reimbursement levels in a manner that ensures that the WIC Program pays 
competitive prices for foods. The State agency must use competitive price 
criteria to evaluate the prices a vendor charges for supplemental foods as 
compared to the prices charged by other vendors, and must authorize vendors 
selected from among those that offer the most competitive prices. State 
agencies should authorize only an appropriate number and distribution of 
vendors in order to ensure the lowest practicable food prices while ensuring 
adequate participant access to WIC food items. 

USDA wrote to the State Health Commissioner in California as well as 
every State, reminding them of the importance of program integrity and asking 
that they review the competitive price and maximum allowable reimbursement 
rates used in their State to ensure only those vendors who offer competitive 
prices receive WIC authorization. We are working with the State of 
California to require that they reduce the maximum dollar amount the State 
agency will reimburse for WIC food items in high price stores, particularly 
1-2 and 3-4 cash register stores. This will ensure that such stores are only 
charging WIC participants prices that are comparable to other stores in the 
area. In addition, we are requiring that California continue its moratorium 
on authorizing new vendors {unless needed for participant access) until we 
have approved a new comprehensive vendor management system that strengthens 
vendor selection, competitive pricing and maximum allowable reimbursement 



306 


criteria. In addition, USDA issued a policy memorandum to all WIC State 
agencies that clarifies WIC vendors are prohibited from offering incentive 
items solely to WIC participants in an effort to encourage participants to 
redeem their WIC food instruments at their store. USDA will also provide 
additional training to staff responsible for approving WIC State agency 
competitive price and maximum allowable rate criteria to ensure appropriate 
methods are being used to monitor vendor pricing. 


Mr. Kingston: How much were the States provided for integrity 
enforcement in fiscal years 2010 and 2011 and what are the estimates for 
fiscal years 2012 and 2013? What level of funding is provided by the States 
to support integrity enforcement for FNS programs? 


Response: Section 17 (i) of the Richard B. Russell National School 
Lunch Act provides funding to State agencies for training and technical 
assistance for carrying out audits and improving their program management and 
oversight of the Child and Adult Care Food Program (CACFP) calculated as one 
and one-half ( lVa %) percent of the CACFP funds expended by the State in the 
second preceding fiscal year (FY) . This funding is in addition to that 
provided to States for their administrative expenses under State 
Administrative Expense (SAE) funds, which may also be used for program 
oversight. In FY 2011, States incurred obligations of approximately 
$208.6 million in SAE funds. 

Section 7(h) (1) of the Child Nutrition Act of 1966 provides grants to States 
for training and administrative reviews. 

States use a portion of SNAP SAE grants for integrity activities. In 
addition, FNS provides SNAP State Exchange funding to States for activities 
such as best practices and other information sharing. 

Finally, in addition to providing funding to States, FNS uses SNAP Other 
Program Cost (OPC) funding directly for integrity enforcement via payment 
accuracy and cooperative services and retailer integrity and trafficking 
activities. The requested information is provided for the record. 

[The information follows:] 



FY 2010 

Actual 

FY 2011 

Actual 

FY 2012 

Estimated 

FY 2013 

Estimated 

CN Training and 
Technical Assistance 

$3, 537,000 

$3,530,000 

$3,537,000 

$7, 675,000 

CN Training and 
Administrative 

Reviews 

$4,000,000 

$4,000,000 

$4,000,000 

$4,000,000 

SNAP State Exchange 

$770,314 

$638,626 

$808,000 

$825,000 

SNAP SAE grant. 
Integrity Related 

$265,943,092 

$268,018,139 

$276,059,000 

$284,893,000 
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FY 2010 

Actual 

FY 2011 

Actual 

FY 2012 

Estimated 

FY 2013 

Estimated 

SNAP OPC Integrity 
Related Expenditures 

$15,328,686 

$15,984,374 

$15,568,000 

$22,535,000 


IMPROPER PAYMENTS / ERROR RATES - CHANGING THE TARGET 


Mr. Kingston: Last June, USDA announced that it had reached the 
highest accuracy rate in the history of the SNAP/Food Stamp Program. An 
error rate of 3.81 percent in 2010 is welcome news, but if one were to apply 
this percent against the total SNAP benefits in FY 2011 (a total of $78.5 
billion), you would have an error amount equaling $2.99 billion. If one only 
focused on overpayments, then the total would equal an estimated $2.4 
billion . 

• Is this correct once you apply this error rate to all funds 
including funds related to ARRA? 

■ Then if the fraud rate were equal to about one percent, this would 
equal $785 million. The combination of these two would total $3.8 
(improper payments plus fraud) or $3.2 billion (overpayments plus 
fraud) respectively. How much of this total does USDA project that 
they will recover? 

■ What is USDA's projection of improper payments and fraud for fiscal 
years 2012 and 2013? Please provide the projected percentage and 
corresponding dollar amount. 

Response: In FY 2010, the combined payment error rate of 3.81 percent 

was the lowest ever error rate in the history of SNAP. This indicates that 
the program attained a 96.19 percent accuracy rate when providing benefits to 
needy people. The FY 2010 rate of overpayment was 3.05 percent, which 
represents $1.53 billion in overpaid benefits, while the rate of underpayment 
was 0.75 percent, which represents $377 million in underpaid benefits. Over 
$64.7 billion in SNAP benefits were issued in FY 2010 .including the benefits 
funded by ARRA. 

A State's payment error rate is the combination of the overpayment 
error rate and the underpayment error rate, resulting in a SNAP payment error 
rate. Overpayments are benefits issued to households that they were not 
entitled to receive. Underpayments occur when households are entitled to 
more benefits than they receive. Over and underpayments most often result 
from errors made by State Agencies and SNAP recipients related to income, 
household composition, deductions and other such administrative calculations. 
The 2010 Annual Quality Control Report provides details and can be found at 
http : i /w ww - fns ■ usda .gov/snap-'qc /pdf s/S NAP_QC_2 01Q .p df Over 70 percent of 
errors are State Agency caused. 

We are targeting further reductions in the rates of overpayments and 
underpayments in 2012 and 2013, as shown in the following chart: 
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2010 

Actual 

2011 

Target 

2012 

Target 

2013 

Target 

Amount of Overpayments {$ 
millions ) 

$1,534 

$2,189 

$2,384 

$2,287 

Overpayment Error Rate 
(percent ) 

3.05 

3,05 

3.05 

3.04 

Amount of Underpayments ($ 
millions) 

$377 

$545 

$588 

$564 

Underpayment Error Rate 
(percent) 

0.75 

0.75 

0.75 

0.75 

Total Benefits Over/Under 

Issued in Error 
($ millions) 

$1,911 

$2,734 

$2 , 980 

$2,851 

Total Error Rate (percent) 1/ 

3.81 

3.81 

00 

o 

3.79 

Amount of Combined Errors 

Offset ($ millions) 

$1,157 

$1,643 

$1,804 

$1,722 


1/ These targets may be adjusted in consideration of program growth, state 
budget constraints, and other related factors. 


Trafficking, which is the sale of SNAP food benefits for cash, is 
considered fraudulent and a misuse of program benefits, and is punishable by 
disqualification from SNAP, for both the retailer and recipient, and 
potential criminal penalties. The trafficking rate has declined since the 
first estimates were made in 1993. The most recent estimate, for the period 
2006-2008, determined that trafficking diverted $330 million in program 
benefits annually, or roughly one cent of each benefit dollar. FNS is 
currently preparing the solicitation for and will award a contract for 
determining the trafficking estimates for 2009-2011 this summer. These 
estimates are expected to be available late in calendar year 2013, and the 
corresponding dollars would be dependent on benefit dollars issued for those 
years . 


Finally, States are required by federal law to recover benefits that 
were over-issued, no matter how they occurred, and benefits received and used 
fraudulently. States established $521 million in claims in FY 2011; $314 
million were collected, including $72 million m fraud claims, a 6.7 percent 
increase from FY 2010. 


Mr. Kingston: In November of last year, USDA published a Direct Final 
Rule entitled, "Supplemental Nutrition Assistance Program: Quality Control 
Error Tolerance Threshold, " that doubles the error threshold from $25 to $50 
per payment . 

• Do you have data showing how many overpayments fell into the $25.01 
to $49.99 range? As you have already shown, a small percentage has 
large dollar consequences when dealing with a program as large as 
SNAP. 

• This appears to be a way of moving the target or moving the 
goalposts. Did you implement this rule as proposed in January? If 
so, won't this help reduce your reported error rate by not counting 
as many improper payments as you did prior to this final rule? 

Response: It is important to note how this provision supports work for 

low-income SNAP households. States are very conscious of SNAP's error rate 
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and, as a result of our liability system that penalizes poor performing 
States and rewards improvement. States work extremely hard to ensure payment 
accuracy. Working, low-income households in SNAP can have some of the 
greatest fluctuations from month-to-month in their incomes, and since most 
States use simplified reporting, the need is only to report changes that 
would result in the household becoming ineligible. By permitting a higher 
tolerance, working households are not penalized for relatively minor 
fluctuations in monthly income and overall administration for the State is 
streamlined consistent with required reporting. The $25 tolerance, last 
updated more than 12 years ago, was not keeping pace with the benefit 
allotments and by increasing the threshold, it allows the States to further 
encourage households to earn income while allowing sufficient flexibility so 
the State is not penalized for an error. 

FNS implemented the rule in Fall 2011. The increased tolerance is intended 
to maintain consistency in the SNAP goals for payment accuracy while 
reflecting changes in the average benefit level over time. The average 
monthly household benefit has increased over 60 percent since the $25 
tolerance was established. The new $50 tolerance ensures that the threshold 
for Quality Control (QC) errors remains relatively consistent. The $25 
threshold was approximately 15 percent of the average monthly household 
benefit when it was established. The $50 threshold is approximately 17 
percent of the current average monthly benefit. 

Based on the best information available at this time, only 7.25 percent of 
the error dollars discovered by SNAP's QC System in the FY 2010 review period 
fell into the $26 to $50 range. For FY 2011, the figure is even lower at 
4.54 percent. Therefore, almost 95.5 percent of the error dollars were 
discovered in cases where the error amount was over $50. Although the number 
of errors contributing to the calculation of the official error rate will be 
reduced, the actual number of reported errors will increase since the rule 
now requires that SNAP QC report all errors, including those below $25. 


GROWTH OF FOOD STAMP / SNA? COSTS 


Mr. Kingston: There has been a lot of talk about the growth of the 
food stamp or SNAP program in the latest Presidential race. The focus of 
this discussion is somewhat misdirected because we need to talk about dollars 
and the cost of government during this time of deep fiscal crisis. What I, 
Chairman Rogers, and others are most concerned about is the astronomical cost 
growth of this program. 

In FY 2008, the SNAP program was funded at $39.8 Billion. If Congress funds 
President Obama's FY 2013 Budget Request plus the ARRA benefits that no one 
talks about, the SNAP Program will have risen by $47.6 billion or 120 percent 
since FY 2008. This is the type of spending growth we cannot afford. 

We can all agree that there is a time and a place for this type of government 
safety net and that those with no income or the lowest incomes need support 
during this time of high unemployment and slow growth. However, USDA and 
state partners must focus on those recipients who Congress originally 
intended to receive benefits so as to ensure that only those individuals and 
households are provided benefits. 
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Please tell the Committee of a few ways that we can scale this program back 
to only support the most needy families as well as the low income elderly and 
disabled. For example, a 2010 GAO Report entitled "Payment Errors and 
Trafficking Have Declined, but Challenges Remain" said the following: 

"According to FNS officials, increased use of categorical eligibility by 
states has reduced administrative burdens and increased access to SNAP 
benefits to households who would not otherwise be eligible due to asset or 
income limits. However, little is known about the extent of its impact on 
increased access or program integrity . n 

Response: As the Secretary noted in his testimony before the 
Committee, the best way to reduce the growth of SNAP is by growing the 
economy and reducing the need for the program. The Department already 
estimates that this reduction will occur over time as the economy continues 
to recover, more Americans get back to work, and the unemployment rate 
decreases. In fact, under current estimates, USDA estimates that SNAP 
participation and benefit expenditures will decrease by 10.5 million and 
$13.9 billion, respectively, over the next five years - by fiscal year 2018 - 
to 36.7 million and $61.3 billion. 

Additionally, SNAP is supporting the most needy and vulnerable. 
Households with children, elderly members, or disabled members receive the 
majority of the benefits (84 percent in 2010). In 2010, the average SNAP 
household had a gross income of 57 percent of the Federal Poverty Guidelines 
(FPG) , and the percentage of households with zero net and gross income 
continued to increase. 

While eligibility has expanded to some degree over the past decade, 
most notably through bipartisan congressional action, categorical eligibility 
does not result in large SNAP benefits going to non-needy families. In 2010, 
only 1.5% percent of all SNAP households had net income above 100% of the 
Federal poverty level. Furthermore, the program maintains and enforces 
national standards for eligibility and benefits. The growth that we have 
seen in recent years is a reflection of the expansion of the population in 
need, due to the severe economic downturn - 46.2 million people - 15.1 
percent of all those in the United States - lived in poverty in 2010. We are 
also reaching a higher proportion of those in need, Americans that are 
eligible for the program by virtue of their low incomes. 

Increased costs also reflect the fact that the poor not only grew in 
number, but also got poorer, with the proportion of households receiving the 
maximum benefit level - because their income was particularly low - nearly 
doubling between 2001 and 2010, to 40 percent. 

A recent study by the Economic Research Service entitled "Alleviating 
Poverty in the United States: The Critical Role of SNAP Benefits" shows that 
SNAP significantly improves the welfare of low-income households. On average 
between 2000 and 2009, when SNAP benefits were added to income the prevalence 
of poverty was reduced by 4.4 percent. The average decline in the depth and 
severity of poverty was 10.3 percent and 13.2 percent, respectively. SNAP 
had an even stronger effect on reducing child poverty. 

Fortunately, SNAP is designed not only to increase in response to this 
need, but also to correspondingly decrease as the need decreases. These 
inherent features of SNAP underscore the fact that, as the economy continues 
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to improve, SNAP participation, and Federal expenditures that accompany 
participation, will decrease. 


Mr. Kingston: Does USDA have the legal authority to place uniform or 
National asset or income limits on those who participate in SNAP? If 
so, at what levels? 

Response: The Food and Nutrition Act of 2008 (the Act) delineates the 
SNAP national asset and income limits (at Section 5(g)(1) and 5(c), 
respectively) . The SNAP gross income limit is 130 percent of the Federal 
Poverty Guidelines (FPG) and the net income limit is 100 percent of the FPG. 
Most households must meet both the gross and net income tests, but a 
household with an elderly or a disabled member only has to meet the net 
income test. The SNAP asset limit is $2,000 for most households, and $3,250 
for households with an elderly or a disabled member. A household must meet 
the income and resource tests unless it receives Temporary Assistance for 
Needy Families (TANF) , Supplemental Security Income (SSI), or general 
assistance (GA) ; if the household is receiving one of these means tested 
benefits, the household is categorically eligible under that program's income 
and resource tests. 

Some States have elected to implement an optional policy, broad-based 
categorical eligibility (BBCE) , that allows States to align their income and 
asset limit with other means tested programs. With BBCE, State agencies 
provide households with a TANF non-cash benefit that makes them categorically 
eligible for SNAP. 

Mr. Kingston: Besides claims of reduced administrative burdens, why 
would the Administration oppose limiting participation based upon an 
individual's or family's high assets or income limits? 

Response: BBCE has not led to many higher-income households receiving 

SNAP benefits. In FY 2010, when 39 States had implemented BBCE, only 1.5 
percent of SNAP households had net income over 100 percent of poverty. These 
households received less than one percent of total SNAP benefits issued. 

While categorical eligibility makes a household eligible for SNAP, the 
household must still meet all other SNAP eligibility requirements and have a 
net income that is low enough to qualify it for a benefit. 

Mr. Kingston: Based upon the fact that 

o (1) nearly all discretionary accounts have been trimmed back 
substantially, 

o (2) other mandatory programs in Agriculture will likely see 
steep cuts in the upcoming Farm Bill, and 
o (3) the Administration's belief that the economy is on a 
steady course for growth, 

why would the President propose extending the deadline for the higher food 
stamp (or SNAP) benefit rate at 113.6 percent until March 31, 2014, 
especially with an additional cost of $1.3 billion? 

Response: SNAP's national eligibility requirements respond quickly and 

consistently to changing economic conditions, whether national in scope or 
within specific regions or localities. The program expands to meet increased 
need when the economy is in recession and more eligible people participate 
and contracts when the economy is growing. Currently, the program is 
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responding as designed to the economic downturn, providing support for 
families to put food on the table. As the economy improves and unemployment 
drops, fewer people will be eligible for the program and participation will 
decline. We have seen this pattern of responsiveness consistently over the 
past three decades. 

The American Recovery and Reinvestment Act (ARRA) provided a 13.6 
percent increase in maximum SNAP benefits at enactment. This increase serves 
as an efficient and effective economic stimulus, with almost all (97 percent) 
of the benefits being spent within the first 30 days. Every time a family 
uses SNAP benefits to put healthy food on the table, many groups benefit: the 
store and the employees where the purchase was made, the truck driver who 
delivered the food, the warehouses that stored it, the plant that processed 
it, and the farmer who produced the food. 

SNAP has an economic multiplier effect. Every $5 in new SNAP benefits 
generates as much as $9 in total economic impact . 


Mr. Kingston: Please provide a table showing SNAP participation and 
unemployment rates to include fiscal years 2008 through 2013 estimates. 
Also, add a column that shows total benefit costs to include the ARRA 
component as well. 

Response: The information is submitted for the record. 

[The information follows:] 


Year 

SNAP Participation 1 

Unemployment Rate 2 

Benefit Costs 3 

2008 

28,222,625 

5.8% 

$34,608,397,238 

2009 

33,489,975 

9.3% 

$50,359,917,015 

2010 

40,301,666 

9 . 6% 

$64,704,748,421 

2011 

44,712,339 

9.2% 

$71,812,234,428 

2012 (EST.) 

47,145,000 

9.0% 

$78,430,471,000 

2013 (EST.) 

46,908,000 

8.7% 

$75,214,564,000 


’'National Data Bank (NDB) , USDA/Food and Nutrition Service; 2012, 2013 
estimates from 2013 President's Budget. 

2 U.S. Bureau of Labor Statistics; 2012, 2013 estimates from the 2013 
President ' s Budget . 

National Data Bank (NDB), USDA/Food and Nutrition Service; 2012, 2013 
estimates from 2013 President's Budget; includes ARRA funding. 


ELIGIBILITY IN WIC 


Mr. Kingston: Please provide the Committee with a table showin.g each 
state agency's method of documenting income for WIC eligibility. What are 
the federal requirements for income eligibility? What does FNS do to verify 
that States are in fact enforcing these regulations? 

Response: Income eligibility for the WIC Program is established by law 
to be at or below 185 percent of the Federal Poverty Income Guidelines issued 
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by the Department of Health and Human Services each year. Federal statute and 
regulations further stipulate that all State agencies must require WIC 
applicants to provide documentation of family income at certification. When 
an applicant is determined to be adjunctively or automatically income 
eligible. State agencies require applicants to provide documentation of their 
eligibility for the program that makes them income eligible. 

In the WIC Program, "documentation of income" means presentation of 
written documents, such as current pay or unemployment benefits stubs, 
earnings statements, W-2 forms with the corresponding income tax return, or 
other appropriate documents sufficient for establishing the current family 
income level of the entire economic unit. Documentatron substantiating 
reported income for all members of the economic unit must be available. 

Public Law 105-336, the Federal statute that established these documentation 
requirements for WIC income eligibility determinations, also provides for 
limited exemptions from the documentation requirement for situations that 
pose unreasonable barriers to participation. In such instances, which may 
include homelessness, working only for cash, or zero income, a WIC State 
agency may allow the applicant to self -declare her household income (or lack 
thereof), accompanied by the applicant's signature on a statement specifying 
why s/he cannot provide documentation of income or affirming that the 
household has no income at all. 

State agencies must require that local agencies maintain a record of 
documentation used to establish an applicant's income eligibility. State or 
local agencies may wish to photocopy (or scan in) the actual documentation 
and place it in the applicant's case file. However, when State agencies deem 
this impractical, they must require that a notation be placed in an 
applicant's file of the specific type(s) of document that was viewed. This 
procedure applies whether an applicant is certified under adjunct, automatic, 
or traditional income eligibility determination processes. The notation may 
consist of checking off an appropriate annotated box on a State agency- 
developed form (paper or electronic) . Both income and family size must be 
recorded. When a certifier is satisfied that an applicant is legitimately 
reporting zero income, the applicant's signature on the application form will 
suffice as documentation. WIC State agencies must have these procedures m 
place at all local agencies, where individual income eligibility 
determinations are made. 

FNS and each State agency then conduct regular management evaluations, 
at the State and local agency levels, respectively, to ensure compliance with 
these legislative and regulatory requirements. State agencies must review 
100 percent of their local WIC agencies every two years, and FNS reviews all 
WIC State agercies on a three year cycle. 


Mr. Kingston: Coordination between WIC and social service programs was 
increased after 1989 when Federal law created adjunctive eligibility for WIC 
benefits based on eligibility for other programs. The Food and Nutrition Act 
originally designed WIC to benefit women, infants and children in households 
with incomes of 185 percent of the Federal poverty income guidelines or 
lower . 


What percentage of participants currently in the WIC program entered 
via adjunctive eligibility? 
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Response: USDA's 2010 WIC Participant and Program Characteristics Report 
(WIC PC) , published in 2011, finds that 69 percent of WIC participants in 
2010 reported participation in SNAP, TANF, or Medicaid, programs that confer 
automatic or adjunctive income eligibility for WIC benefits. However, the 
great majority of those WIC participants also reported incomes below 185 
percent of the Federal Poverty Guidelines, the income threshold for program 
eligibility in the absence of SNAP, TANF, or Medicaid participation. Just 
2.9 percent of WIC participants reported incomes above 185 percent of 
poverty. 


Mr. Kingston: If USDA allows some states to accept households into the 
WIC program via Medicaid (or CHIP-funded Medicaid) with income greater than 
250 percent of the Federal poverty level, why is it fair to participants in 
another State who do not quality? In other words, why would someone with an 
income greater than 250 percent of poverty in Maryland or Wisconsin qualify 
for WIC benefits and folks in my State or some other state qualify with 
income much less than 250 percent - closer to the intended target of 185 
percent of poverty? 

Response: Through the authority granted in Public Law 105-33, Congress 
gave States the option to expand their Medicaid Programs using eligibility 
guidelines above WIC's income guidelines of 185 percent of the Federal 
Poverty Income Guidelines (also known as the Federal Poverty Level, or FPL). 
Consequently, and in an effort to simplify the WIC application process, WIC's 
authorizing legislation, the Child Nutrition Act of 1966, was amended by 
Congress to allow individuals participating in, or certified for, Medicaid, 
Temporary Assistance for Needy Families (TANF) , or the Supplemental Nutrition 
Assistance Program (SNAP) to be deemed ''adjunctively" income eligible to 
receive WIC benefits without requiring a more lengthy .income eligibility 
assessment (see 42 U.S.C. 1786, section 17(d)(2)(A)). WIC State agencies do 
require applicants to provide documentation of their eligibility for the 
program that makes them adjunctively income eligible (Medicaid, TANF or 
SNAP) . 


In situations where a participant is deemed adjunctively income 
eligible for the WIC Program, WIC local agency staff would be unable to 
determine whether the participant fails above or below the 185 percent 
poverty level without conducting another income eligibility assessment, which 
would defeat one of the purposes of allowing another means-tested program's 
eligibility determination process to confer eligibility for WIC. Even if 
another assessment were to be conducted which shows an income level above 185 
percent of the FPL, adjunctively income eligible individuals could not be 
deemed ineligible for WIC benefits based on WIC's authorizing law. 


Mr. Kingston: Most of those m favor of adjunctive eligibility often 
point to the benefit of lesser red tape and paperwork. This practice 
supposedly streamlines the process for adding participants to WIC or other 
nutrition assistance programs. Can you provide the Subcommittee with 
documentation of such savings to USDA from the use of adjunctive eligibility? 


Response: In an effort to simplify the WIC application process. 

Congress amended WIC's authorizing legislation (the Child Nutrition Act of 
1966) to alloiv individuals participating in, or certified for, Medicaid, 
Temporary Assistance for Needy Families (TANF) or the Supplemental Nutrition 
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Assistance Program (SNAP) to be deemed "adjunctively " income eligible to 
receive WIC benefits without requiring a more lengthy income eligibility 
assessment (see 42 U.S.C. 1786, section 17(d)(2)(A)). 

When an individual is certified to receive WIC benefits, she must 
provide documentation of all income received by all members of her household. 
This can include paystubs, W-2 forms, and/or tax returns, as well as 
documentation of income such as child support and alimony. These documents 
must be analyzed by clinic staff and compared to the current income 
eligibility guidelines (IEGs) in order to determine income eligibility. 
Allowing individuals to bring proof of participation in Medicaid, TANF or 
SNAP to prove adjunctive income eligibility instead of completing WIC's 
income assessment streamlines this process. Adjunctive income eligibility 
also simplifies the application process for and eases the burden on WIC 
applicants, who have already undergone an extensive means-testing process for 
Medicaid, TANF or SNAP. 

The 2012 National Survey of WIC Participants II (available at 
http://www.fns.usda.gov/fns/research.htm) finds that 11 percent of WIC 
participants identified the length of time spent in the clinic as a potential 
barrier to program participation. At the same time, the survey finds that 
participants value the nutrition education and health information provided by 
clinic staff. To the extent that adjunctive eligibility shortens the 
certification process for some individuals, it may encourage participation 
and increase participant retention. Less time spent on administrative tasks 
also allows clinics to devote relatively more of their limited staff 
resources on the services that participants value. In this way, the 
administrative savings from adjunctive eligibility increases the return on 
Federal NSA spending as it reduces pressure on local agency budgets. 


Mr. Kingston: What steps has the Department taken to make sure that 
the WIC program is focusing its resources on serving only those nutritionally 
at-risk low income mothers and children that the program was designed to 
serve - i.e., those with incomes of 185 percent of the Federal Poverty Level 
or lower? 

Response: All WIC State agencies must require documentation of 
household income for all participants at the time of certification, except as 
permitted by WIC legislation and regulations. FNS management evaluations of 
State agencies include on-site reviews of local agency certification 
procedures to ensure that the income documentation requirements, as well as 
the overall income eligibility determination process set forth in the Federal 
WIC regulations, are in fact being enforced. 

To be income eligible for the WIC Program, a categorically eligible 
individual (pregnant, postpartum or breastfeeding woman, or an infant or 
child up to age 5) must: (1) have a family income level that is at or below 
185 percent of the poverty income guidelines; or, (2) be determined 
adjunctively income eligible based on the individual's, or certain family 
member's, eligibility for participation in the Supplemental Nutrition 
Assistance Program (SNAP) , Temporary Assistance for Needy Families (TANF) , or 
the Medicaid Programs. Generally, gross income must be used when assessing 
income eligibility, except where certain benefits or payments, such as combat 
pay for deployed members of the United States Armed Forces, are excluded by 
law. WIC State agencies must have these procedures m place at all local 
agencies, where individual income eligibility determinations are made. 
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Based on the most recent WIC participant characteristics data, 96.8 
percent of WIC participants have income that is at or below 185 percent of 
the Federal Poverty Level . 


Mr. Kingston: What are the means by which those with household incomes 
higher than 185 percent of the Federal Poverty Level come into the WIC 
program? What administrative actions can the Department take to make sure 
only those Medicaid recipients with incomes below 185 percent FPL are 
enrolled in WIC? 

Response: Public Law 105-33 gave States the option to expand their 

Medicaid Programs using eligibility guidelines above WIC's income guidelines 
of 185 percent of the Federal Poverty Income Guidelines (also known as the 
Federal Poverty Level, or FPL) . Consequently, and in an effort to simplify 
the WIC application process, WIC's authorizing legislation, the Child 
Nutrition Act of 1966, was amended to allow individuals participating in, or 
certified for, Medicaid, Temporary Assistance for Needy Families (TANF) , or 
the Supplemental Nutrition Assistance Program (SNAP) to be deemed 
"adjunctively" income eligible to receive WIC benefits without requiring a 
more lengthy income eligibility assessment (see 42 U.S.C. 1786, section 
17(d)(2)(A)). WIC State agencies do require applicants to provide 
documentation of their eligibility for the program that makes them income 
eligible (Medicaid, SNAP or TANF) . 

In situations in which a participant is deemed adjunctively income 
eligible for the WIC Program, WIC would be unable to determine whether the 
participant falls above or below the 185 percent poverty level without 
conducting another income eligibility assessment. Even if another assessment 
were to be conducted which shows an income level above 185 percent of the 
FPL, adjunctively income eligible individuals could not be deemed ineligible 
for WIC benefits based on WIC's authorizing law. 

The Medicaid income standard for children up to age 6 is 133 percent of 
the FPL, but States may be approved in certain circumstances to use higher 
income standards, for example, demonstration waivers, as authorized under 
Section 1115 of the Social Security Act. To qualify for SNAP benefits, a 
household's net income must be below 100 percent of the FPL and, in most 
cases, its gross income must be below 130 percent of the FPL. States have 
the discretion to set income levels for the different types of assistance 
provided through their TANF funds. If a State agency is approved under 
Medicaid or TANF to use a standard that is above 185 percent of the FPL, it 
is possible for a family with an annual income above 185 percent of the FPL 
could be deemed adjunctively income eligible for WIC. 


Mr. Kingston: Approximately 53 percent of all infants born in the U.S. 
are enrolled in the WIC program, a percent that far exceeds the percentage of 
low-income U.S. families. FNS documents state that income eligibility for 
WIC is set at 185 percent of the Federal Poverty Level (FPL), or $41,348 for 
a family of four, which is the National School Lunch Program's reduced-price 
lunch standard. Based upon statements made by USDA officials and 
documentation provided to Congress, the Committee believes that income is 
inconsiste ntly m easured and verified by local WIC agencies across the 
country, potentially giving rise to a situation where WIC participants have 
incomes far in excess of the 185 percent FPL eligibility standard. 
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In one example, a single pay stub from an applicant representing a single 
point in time, may be used instead of documentation for all income in the 
household, or WIC eligibility workers may be relying on verbal reports of 
income with no documentation. This means that FNS' own data about the extent 
of participation by those with incomes over 185 percent FPL may be an 
artifact of the type of limited documentation provided in the application 
process rather than a true picture of incomes of WIC participants. FNS 
administers both the National School Lunch Program and the WIC program. 

While FNS has issued instructions to school lunch programs on how to verify 
income and subjected those programs to verification reviews, it has not done 
so with the WIC program. 

The Committee is aware of other anomalies when it comes to eligibility. Here 
are a few examples: 

• While income eligibility for WIC is set by statute at 185 percent of 
the Federal Poverty Level (FPL) for households "of related or non- 
related individuals who are living together as one economic unit", 
some WIC agencies shift the term "household" to "family" thereby 
ignoring other potential sources of income in the household. 

• Only income from members of the sub-family unit or even just the WIC 
mother herself is counted for eligibility purposes. 

• Instead of following the directive that income during the past 
twelve months or current income, "whichever more accurately reflects 
the family's status" is counted, applicants are allowed to use the 
lowest income of the year without regard to whether it accurately 
reflects the family's status. Thus, even one period of low income in 
a year can qualify a family for WIC regardless of what the 
household's actual annual income may be. 

Each of these procedures allows state-by-state variability in how income is 
measured and verified in the WIC program, despite the fact that WIC is 
entirely federally- funded. 

Why would FNS not issue guidelines to the states that require a standard set 
of income verification procedures for all WIC applicants? Please provide 
background on any future plans to issue such guidelines to all states. Will 
FNS institute an annual verification review of states' WIC programs (i.e., a 
sample of participants) beyond what is collected in the bi-annual WIC 
Participant and Program Characteristics Study to assure that these income 
eligibility standards are being consistently applied? 

Individuals who are already enrolled in SNAP, TANF or Medicaid may 
automatically become eligible for WIC without any other income documentation 
or verification through the use of "direct" or "adjunctive" eligibility. The 
Subcommittee suspects that the provision of law allowing such practice 
greatly increased WIC enrollment above the statutory income eligibility level 
of 185 percent of FPL. When the provision was first added, no state had 
Medicaid income eligibility above 185 percent FPL and therefore conflicting 
income eligibility differences would not cause an unintended growth in WIC 
participation. However, eight states now set Medicaid eligibility for 
infants at higher income levels. In addition, there are nineteen states where 
the Children's Health Insurance Program (CHIP) Medicaid expansion set income 
eligibility above 185 percent FPL, and some states are as high as 300 percent 
FPL ($67,050). WIC ' s direct eligibility was never designed to accommodate 
these changes in Medicaid. Yet, mothers, infants and children in these 
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households can be automatically enrolled in the WIC program just by showing 
their Medicaid card even, if the household income is above 185% FPL. 

Response: The evidence available to FNS does not support the suspicion 
that adjunctive eligibility is greatly increasing WIC enrollment above 185 
percent of the Federal Poverty Level . Based on the most recent WIC 
participant characteristics data, 96.8 percent of WIC participants have 
income that is at or below 185 percent of the Federal Poverty Level. 

American Community Survey data for 2010 indicates that 43 percent of 
families with children under age 5 had incomes below 185 percent of the 
poverty level. Incomes of families with small children tend to be much lower 
than incomes of families generally; just 25 percent of all families had 
incomes below 185 percent of the poverty level in 2010. {Both figures from 
Table B17022, "RATIO OF INCOME TO POVERTY LEVEL IN THE PAST 12 MONTHS OF 
FAMILIES BY FAMILY TYPE BY PRESENCE OF RELATED CHILDREN UNDER 18 YEARS BY AGE 
OF RELATED CHILDREN - Universe: Families", 2010 American Community Survey 1- 
Year estimates, http: / /factfinder 2 .census.gov/ ) 

A WIC infant coverage rate of 53 percent is not inconsistent with these 
Census figures. The 2001 National Survey of WIC Participants (NSWP, 
available at http: //www. fns .usda.gov/fns/research.htm ) found that just one 
quarter of women were employed when they applied for WIC benefits, but more 
than half of unemployed applicants were employed in the previous 12 months. 
These participants' current incomes will be lower than their most recent 
annual incomes, the basis of the Census measures of poverty. 

The NSWP illustrates that current income at certification, rather than 
annual income, is often the best indicator of a household's economic 
resources shortly before or immediately after the birth of a child. It does 
not, however, address the issue of possibly inconsistent or improper 
application of program regulations. To ensure that WIC certifications are 
handled appropriately, FNS has issued guidance to State agencies on income 
eligibility assessment. FNS and each State agency conduct regular management 
evaluations, at the State and local agency levels, respectively, to ensure 
that the income eligibility determination process set forth in the Federal 
WIC regulations and guidance is in fact being enforced. 

FNS has no plans at this time to institute an annual verification 
review of State agencies' WIC eligibility determinations. This would be an 
extremely costly use of scarce dictionary dollars, at both the Federal and 
State level at a time that our estimate of improper certifications in this 
program is continuing to decline. FNS estimates the rate of improper 
certifications in periodic nationally representative studies. The 2012 
National Survey of WIC Participants II, released in April, found a 
certification error rate of 3.05 percent. That is down from the 4.5 percent 
error rate estimated in the 2001 NSWP, and the 5.7 percent rate estimated in 
the 1990 WIC Income Verification Study. 


Mr. Kingston: At a time of limited Federal resources and with the 
threat of budget sequestration. Congress and the Administration must ensure 
fiscal accountability in all federally-funded programs, including WIC. If WIC 
is designed for participants with incomes at or below 185 percent of the FPL, 
why does the USDA allow participation for those with incomes above 185 
percent FPL to enter the WIC program? 
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Is FNS willing to work with the states to establish administrative procedures 
(e.g. access to Medicaid enrollment and income data) to verify that those 
entering the WIC program through direct verification have household incomes 
at or below 185% FPL? 

Response: Through Public Law 105-33, Congress gave States the option 
to expand their Medicaid Programs using eligibility guidelines above WIC's 
income guidelines of 185 percent of the Federal Poverty Income Guidelines 
(also known as the Federal Poverty Level, or FPL) . Consequently, and in an 
effort to simplify the WIC application process, WIC's authorizing 
legislation, the Child Nutrition Act of 1966, was amended to allow 
individuals participating in, or certified for, Medicaid, Temporary 
Assistance for Needy Families (TANF) , or the Supplemental Nutrition 
Assistance Program (SNAP) to be deemed "adjunctively" income eligible to 
receive WIC benefits without requiring a more lengthy income eligibility 
assessment (see 42 U.S.C. 1786, section 17(d)(2)(A)). WIC State agencies do 
require applicants to provide documentation of their eligibility for the 
program that makes them adjunctively income eligible (Medicaid, TANF or 
SNAP) . 


In situations where a participant is deemed adjunctively income 
eligible for the WIC Program, WIC local agency staff would be unable to 
determine whether the participant falls above or below the 185 percent 
poverty level without conducting another income eligibility assessment. Even 
if another assessment were to be conducted which shows an income level above 
185 percent of the FPL, adjunctively income eligible individuals could not be 
deemed ineligible for WIC benefits based on WIC's current statutory 
requirements as enacted by Congress. 

WIC INFANT FORMULA REBATES 


Mr. Kingston: As part of the WIC program's cost containment strategy, 
States have received rebates from the infant formula manufacturers since 
1990. These rebates supplement annual appropriations at a level approaching 
$1.8 billion or more and funding almost 50 percent of WIC food costs. With 
the changes in the WIC Food Packages that base monthly infant formula 
allotments on the type of feeding a mother elects and the age (in months) of 
the infant, it has become important that infant formula companies are able to 
verify that the amount of WIC rebates for which they are invoiced actually 
reflects the appropriate amount of infant formula that participants acquire 
with their WIC vouchers. To do that, infant formula companies participating 
in the WIC program must have documentation of the type of Food Package that a 
WIC mother elects (partial breast feeding/ formula feeding) and the age of the 
infant for whom the formula is purchased, but they are unable to obtain this 
information . 

Will FNS direct the states to provide with their monthly invoices to infant 
formula manufacturers documentation of the type of food package that the WIC 
mother elects and the age, in months, of the infant to allow infant formula 
companies to properly verify the rebate amounts they must pay? Or will FNS 
allow for a similar type of accountability and transparency expected of 
others who work as business partners with the federal government? 

Response: FNS strongly believes the integrity of the billing process 
for infant formula rebates is a key component of a successful cost- 
containment initiative and the need for tight control over billing procedures 
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is imperative. Since the mid-1990s, FNS has directed WIC State agencies to 
provide supporting information on a monthly basis to manufacturers in order 
to verify the monthly invoice. FNS’ current guidance reflects the additional 
information requirements that resulted from the food package changes, to 
include providing food package type and infant's age. 


Mr. Kingston: Both Secretary Vilsack and Under Secretary Concannon 
testified that due to the improving economy, fewer families are enrolling in 
SNAP. Yet, in that same economy, WIC participation is increasing by an 
estimated 80,000 participants from FY 2012 to FY 2013. Shouldn't an 
improving economy similarly affect both programs? In addition, U.S. births 
have declined from a record high of 4.316 million in 2007 to 4.131 million in 

2009 and approximately 4 million in 2010. Preliminary estimates for 2011 
indicate that births may have declined again to 3.927 million. Given an 
improving economy and rather sharp declines in births, why is WIC 
participation increasing, particularly among infants? 

Response: The President's budget for FY 2013 projects a 0.9 percent 
increase in overall WIC participation, from 9.014 million in FY 2012 to 9.095 
million in FY 2013, about 80,000 individuals. This projection is below the 
average annual 2.1 percent growth in program participation recorded over the 
most recent 5 and 10 year periods ending in FY 2011. However, it does assume 
a reversal of the 2.3 percent reduction in WIC participation observed from FY 

2010 to FY 2011. The modest growth projected for FY 2013 attempts to account 
for all of the factors that contribute to WIC eligibility and participation, 
including an improving economy. 

Economic conditions alone cannot fully explain WIC participation growth. 
Over the most recent economic expansion, from 2001 to 2007, when annual GDP 
growth averaged more than 5 percent, WIC participation grew as well, at an 
annual average rate of 2.1 percent. Eligibility for WIC benefits is a 
function of household income, the birth rate, and (to a much lesser degree) 
State Medicaid policy, among other factors. In addition, WIC participation 
responds to local outreach efforts and budget -driven changes in staffing at 
State and local WIC agencies, factors that are not driven by the size of the 
WIC-eligible population. A different mix of economic, demographic, and 
policy factors drives SNAP participation. 

Recent decreases in the birth rate have affected infant participation in 
the program. From FY 2008 to FY 2009, infant participation in WIC increased 
by only 0.08 percent. Infant participation decreased 2.3 percent in FY 2010 
and 3.2 percent in FY 2011. Since the number of women eligible for WIC is 
closely tied t:o the number of eligible infants, the number of women 
participating m WIC also declined from FY 2009 to FY 2011. Despite these 
decreases, overall program participation continued to climb through FY 2010 
because of growth in the number of children served. 

Although provisional data from the Centers for Disease Control and 
Prevention indicate that the number of births in the twelve months ending in 
June 2011 was 2 percent lower than in the previous year, CDC reports that 
"the rate of decline appears to have slowed from January 2011 to June 2011 ", 1 
Given the uncertainty of continued decreases in births, combined with 


1 "Recent Trends in Births and Fertility Rates Through June 2011" by Brady E. 
Hamilton, Ph.D., and Paul D. Sutton, Ph.D., Division of Vital Statistics, 
February 2012 
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historic WIC participation growth even in an improving economy, USDA believes 
that modest projected growth of 0.9 percent in overall program participation 
is a responsible budget estimate. 

FEEDING PROGRAMS AND OBESITY 

Mr. Kingston: When I raised questions about USDA's rejection of a 2- 
year pilot program in New York City that would have reduced the purchase of 
certain types of drinks in the SNAP program. Secretary Vilsack responded that 
he would rather see the outcome of the study in the "Healthy Incentive Pilot" 
program in Massachusetts that ends in 2013 . 

• Why would a program with 46 million people rely on the results of a 
single, small scale program in western Massachusetts and then try to 
apply it to the entire U.S.? Why not test another pilot like the 
one in New York City, especially when the two approaches are 
entirely different? 

• Describe the HIP program and also explain the impact of this program 
on total cost if such a program was implemented on a larger scale? 

• What other types of pilot programs would USDA be in favor of beyond 
the HIP program? 

Response: The Healthy Incentive Pilot (HIP) , authorized by the 2008 
Farm Bill, is designed to determine if incentives provided to recipients at 
the point-of-sale increase the purchase and consumption of fruits, vegetables 
or other healthful foods among SNAP participants. FNS believes that a 
program change of this significance should be tested rigorously on a small 
scale to fully understand the implications on program and retai lex- 
operations, and any unintended consequences, and that HIP is the first step 
in understanding how point-of-purchase incentives can motivate behavior 
change among SNAP participants. Behavioral interventions such as this must 
be developed, implemented and tested incrementally in order to understand how 
and for whom the intervention works. 

The HIP pilot provides participating households a financial incentive 
that equals 30 percent: of their SNAP spending on ‘targeted 1 fruits and 
vegetables. Target fruits and vegetables are those allowed by Federal 
regulations for purchase with WIC fruit and vegetable vouchers. These 
include most fruits and vegetables available as fresh, frozen, canned or 
dried. The evaluation of HIP will include estimates of nationwide 
implementation costs for purposes of planning and comparison, which can then 
be considered along with the results of any future pilots. 

While we offered to work with New York City to pursue alternative 
collaborations to promote healthy diets in SNAP, there were a number of 
features of their proposal that raised concerns about its viability and 
effectiveness: the scale and scope of the proposed demonstration was too 
large and complex; there were a number of unresolved operational challenges 
and complexities, including several that could substantially impact the 
operations of food retailers; and the proposed evaluation design was not 
adequate to provide sufficient assurance of credible, meaningful results with 
respect to the demonstration's effect on obesity and health. 
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FY 2013 REQUEST FOR INCREASES / DECREASES 

Mr. Kingston: Last week, the Office of the Inspector General released 
their audit relating to the one-time Recovery Act appropriation of $100 
million in grants for School Food Authorities (local school districts) 
participating in the School Lunch Program to purchase, renovate, or replace 
food service equipment. If you are familiar with the report, you will know 
that USDA did not receive a positive assessment of their handling of these 
monies. On the contrary, it appears that the Administration was more 
concerned with pushing money out the door than it was with following the 
specific requirements of the law and the guidance provided by OMB. 

A quote from the report: 

"Based on our review of 11 school food authorities (SFA) in 5 States, we 
found that the FNS national office (NO) did not create adequate, proactive 
controls to ensure that grants were awarded based on Recovery Act criteria 
and accurate data, and did not ensure timely reporting on Recovery .gov . " 

• USDA has requested $35 million for school equipment grants in the 
FY13 budget request. Why should Congress appropriate these funds 
when the Recovery Act and OMB provided specific guidance on how to 
spend the funds and FNS still did not fully abide by the rules? 

• If appropriated, how will USDA ensure that only those school 
districts with the highest need receive such grant funding? On a 
related note, how can we make sure that poor rural districts get a 
fair chance at receiving these grants? 

Response : 

The American Recovery and Reinvestment Act (Recovery Act) allocated 
grant funds to the nation's neediest schools. The Recovery Act allowed 
schools to purchase and renovate much needed equipment used to prepare food 
for students participating in the National School Lunch Program (NSLP) . This 
grant provided resources at a time when schools lacked the funding for food 
preparation equipment and stimulation of the American economy was 
significantly needed. 

FNS believes that the grant award process in its totality was highly 
effective and met the goals set forth by the Recovery Act to effectively and 
timely distribute funds to low-income schools that clearly demonstrated need. 
While the OIG audit identified some areas for process improvement, the OIG 
did not report that any of the funds were used for improper purchases. FNS 
is addressing the process issues identified by OIG where needed. For 
example, the FNS Regional Offices will review both the application and grant 
award evaluation processes prior to awarding funds to grantees. As the audit 
report notes, the OIG has accepted FNS' plan to implement additional internal 
controls within its standard competitive grant award processes, identifying 
areas that can be strengthened for future grant awards. I am confident that 
FNS would appropriately manage another round of school equipment funding. 

Moreover, it is critically important to recognize that there remains 
significant unmet funding need for schools to replace out-dated equipment and 
help schools meet our new, updated standards for school meals. These 
standards represent the first update to school meals in over 15 years, 
emphasizing fruits, vegetables and whole grains. Schools need modern, 
appropriate equipment to help them serve healthy meals. Only about 22 
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percent of the school districts who requested ARRA funds received them. So, 
the present $35 million request for the School Meals Equipment Grants is 
critical to providing support to help fund equipment purchases for school 
districts that did not receive Recovery Act funding. 

USDA will use the $35 million school meal equipment assistance funding to 
provide competitive grants to State agencies that will, in turn, provide 
subgrants to local educational authorities. FNS expects to build on the 
Recovery Act criteria, which targeted low income districts with the greatest 
need. When developing the specific grant requirements to be used at the 
federal and State levels, FNS will also consider how to best meet the needs of 
school districts, including rural areas, in awarding the competitive grants 
associated with the $35 million request for additional school meals equipment 
grant funding . 


CHILD NUTRITION - SCHOOL LCJNCH AND SCHOOL BREAKFAST 


Mr. Kingston: As you are aware, this committee has been paying close 
attention to the cost of implementing changes the Department is mandating for 
schools participating in the National School Lunch & Breakfast Programs. In 
response to concerns raised by school districts across the country about the 
cost of your then-proposed rule on nutrition standards for federally- 
subsidized meals, USDA's final rule estimates that Sections 205 and 206 of 
the Healthy, Hunger-Free Kids Act of 2010 will increase school foodservice 
revenues by $7.5 billion through FY 2015, thus helping schools offset the 
$3.2 billion price tag of the rule. 

I'd like to focus on the estimated $1.9 billion in new revenue USDA is 
claiming schools should expect as a result of Section 206, which requires 
schools to increase the share of School Food Authority's (SFA) revenue 
generated by non-program foods to a level at least as great as non-program 
foods' contribution to total SFA food costs. The assumption here is that 
schools are currently using federal funds from reimbursable meals to help 
subsidize low prices of so-called "competitive" foods. 

I understand there is USDA data on schools using federal funds in this 
manner, but I have yet to come across a school district who says they sell 
their competitive products at a LOWER rate than necessary to cover costs. 
Rather, most say they are charging 150-300% of what it costs to serve these 
items. I find .it disturbing that USDA is assuaging schools' concerns about 
the cost of new standards in ways that schools say will not bring in anywhere 
near the expected revenue. 

• Please explain this disconnect to the committee in practical terms. 
What assumptions is USDA making in releasing the $1.9 billion 
estimate and how could school budgets be impacted if USDA turns out 
to be mistaken in these assumptions? 

Response: Many SFAs think that non-program foods "subsidize" school 
meals because, from their perspective, these foods provide them additional 
revenue for relatively little added or "marginal" cost. However, this 
understanding does not reflect that, to determine the full cost of such foods 
to the program, one must account for all of the costs that support their 
production and. sale - food, labor, equipment, overhead, and other costs - not 
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only the direct food and labor costs dedicated exclusively to non-program 
food production. 

In practice, many SFAs, which are not required to keep separate records 
for NSLP, SBP, and a la carte production, think of most or all of their 
overhead and most labor costs as attributable primarily to reimbursable meal 
production. This perception tends to make school meals costs appear higher, 
and a la carte costs appear lower, than if costs were allocated 
appropriately. 

For example, a school may prepare a frozen pizza for service as part of 
a reimbursable meal, and sell the remaining servings as a la carte items. 
Costs incurred to serve the pizza include not only the cost to purchase the 
pizza, but also the cost for equipment to store it and heat it, for supplies 
to serve it and for labor to carry out these tasks. If six out of eight 
pizza servings are sold as part of a reimbursable meal, and the two others 
sold a la carte, many SFAs set the a la carte price to cover only the cost of 
the two slices of frozen pizza, attributing the labor, equipment and supplies 
costs to the lunch program. In fact, all of these costs should be allocated 
to each serving, and the prices set accordingly. 

(JSDA's school year (SY) 2005-2006 School Lunch and Breakfast Cost Study 
II ( SLBCS ) found that SFAs generated revenue from non-program foods 
(primarily a la carte items) equal to 71.3 percent of SFAs' reported costs, 
on average. Revenues from reimbursable meals equaled 114.8 percent of 
reported costs. These figures have changed little over time; USDA's previous 
cost study, conducted in SY 1992-1993, estimated an average reimbursable meal 
revenue/ cost ratio of 112.6 percent, and a non-program foods ratio of 70.5 
percent . 

Section 206 of the Healthy, Hunger-Free Kids Act of 2010 (HHFKA) 
effectively prohibits SFAs from subsidizing non-program foods with revenue 
generated by reimbursable meals. Elimination of that subsidy would free up 
revenue already generated by reimbursable meals to cover the cost of new meal 
standards . 

USDA recognizes that higher prices for non-program foods will likely 
reduce the level of a la carte sales. However, USDA estimates that price 
increases necessary to comply with the requirements of HHFKA Section 206 
would still result m increased revenues for SFAs. USDA estimates that this 
provision will likely raise a net $5.3 billion for SFAs from FY 2011 through 
FY 2015, after accounting for reduced demand. Some fraction of students' 
reduced demand for non-program foods will be redirected to increased 
consumption of reimbursable meals. USDA looked to evidence from the SY 2004- 
2005 School Nutrition Dietary Assessment Study III to estimate that $1.9 
billion that would have been spent by students on a la carte foods from FY 
2011 through FY 2015 will make its way back to the SFA account in the form of 
student payments for full-price and reduced-price program meals. 


Mr. Kingston: I am a strong supporter of healthier offerings in our 
nation's schools, but continue to believe that the Department, should be 
concerned about the potential impact any changes might have on school 
budgets, middle class families, and our nation's school children. If the 
Department is putting such high hopes on increased revenue from competitive 
foods lines, I'd like to hear your thoughts about how USDA plans to address 
its pending proposed rule on nutrition standards for competitive foods. 
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• How will you ensure that any changes are practical, implementabie, 
and do not threaten this important revenue stream by lowering 
participation rates and possibly driving kids to bring their meals 
from home or buy off-campus? 

Response: The Healthy, Hunger-Free Kids Act of 2010 (HHFKA) requires 
that the standards we develop for foods served outside the National School 
Lunch Program (NSLP) and the School Breakfast Program (SB?) be consistent 
with the most recent Dietary Guidelines for Americans and that we take a 
number of important issues into consideration, including the practical 
application of the nutrition standards in schools. A proposed rule to 
establish such standards is under development. 

We are aware that school districts have concerns regarding the 
potential financial and logistical impacts associated with the implementation 
of these standards and have received extensive input from a variety of 
stakeholders on how to best address those concerns. As we continue our work 
to develop the proposed rule, we have analyzed current scientific information 
and school practices as well as voluntary standards for food sold outside of 
the NSLP and SBP that have been recommended by a number of non-governmental 
organizations . 

USDA is committed to ensuring that any such standards are practical and 
accompanied by extensive guidance and implementation assistance for our 
school partners. In addition, we understand the need to aim for consistency 
with the NSLP meal pattern regulation to the extent possible in areas in 
which the regulations overlap, particularly as a means to ensure the 
regulations do not place undue burden or complexity on school staff who 
operate under both standards. 

We look forward to receiving public comments once the proposal is 
published and want to assure you that such comments will also be carefully 
considered as we develop the final rule. 


Mr. Kingston: On February 16, USDA's Press Secretary issued a 
statement under the heading "Just the Facts: State vs. Federal School 
Nutrition Programs." At issue was USDA's involvement in forcing a child from 
North Carolina to eat chicken nuggets to supplement the meal his parents had 
packed for him from home. USDA went out of their way to respond to a news 
story by saying that this nanny state action was prompted by a program in 
North Carolina and not one originating from USDA. The problem I have with 
USDA is that of all the misinformation about nutrition, USDA programs, or 
even Congressional Action in relation to USDA programs out on the Web or in 
the media, the Department decided they had to correct the record on this 
issue so that you would not look bad. 

• Why did USDA issue a statement on this issue while not on others? 

For example, when Congress listened to constituents from various 
constituencies and had members in both houses speak up on the issue 
of tomato paste crediting in school lunch programs, not once did 
USDA say that this is the current practice and that we have never 
claimed pizza to be a vegetable. What particular situations cause 
USDA to publicly address these types of misrepresentations of the 
truth and those situations where they remain silent? 
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Response: The story in North Carolina involved an inaccurate 
representation of the Federal government's role in providing nutrition 
assistance at the local level, and the Department felt it was 
appropriate to respond in order to ensure the public was correctly 
informed. 


Mr. Kingston: The most recent appropriations effort of this committee 
directed USDA to not reduce sodium in school foods until "the Secretary 
certifies that the Department has reviewed and evaluated relevant scientific 
studies and data relevant to the relationship of sodium reductions to human 
health." However, I fear we have a big disconnect in how the Department is 
looking at my request for a review of the recent literature on sodium from a 
safety standpoint. 

Secretary Vilsack in a letter back to me last week stated "The foundation for 
all Federal food and nutrition programs and policies is the Dietary 
Guidelines for Americans {DGA) . The new evidence-based scientific 
methodology employed in developing the 2010 DGA resulted in substantial 
evidence showing that Americans ages 2 and older need to reduce their sodium 
intake" . 

I would like to know specifically what "substantial evidence" the department 
is referring to? Please provide the Subcommittee with specific citations. 

I ask that because the sodium provisions in the DGA are based on 
recommendations by the original author, the Institute of Medicine ("IOM"). 

IOM published "Dietary Recommended Intakes ("DRIs") in 2004, that were 
adopted as the 2010 Dietary Guidelines, in spite of the IOM conclusion that: 
"[bjecause of insufficient data from dose-response trials, an Estimated 
Average Requirement could not be established and thus a Recommended Dietary 
Allowance could not be derived." 

So we have a situation where the 2010 DGAs were established with, as the IOM 
put it, "insufficient data". In the meantime, many studies have been 
published calling the very question of sodium reduction into question. What 
is USDA's position on these particular studies that seem to counter the 
Department's strong push for deep reductions in sodium levels? 

Response: The 2010 Dietary Guidelines for Americans policy is 

developed by Federal nutrition scientists from USDA and the Department of 
Health and Human Services (HHS) based directly on the comprehensive 
scientific report of the 2010 Dietary Guidelines Advisory Committee (DGAC) , 
an external committee of renowned nutrition and public health scientists. The 
2010 DGAC used USDA's Nutrition Evidence Library {NEL) to conduct full 
systematic ( evidence based) reviews on a variety of nutrition and health 
topics, including the issue of sodium and blood pressure. The NEL was created 
to conduct systematic reviews on food and nutrition-related topics to inform 
Federal policy, programs and guidance. Systematic reviews are considered the 

state-of-the art method for objectively assessing the quality of research 

findings to support practice, guidelines, and policy recommendations. The 
rigorous and transparent systematic review method used by the NEL ensures 
compliance with the Quality of Information Act, which mandates that Federal 
agencies ensure the quality, objectivity, utility, and integrity of the 
information used to form Federal guidance. Being a transparent process, the 
2010 DGAC ' s reviews of research and all phases of its analysis of the weight 
of the evidence to support its conclusions and implications related to all of 
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the topic areas, including sodium, are at NutritionEvidenceLibrary.gov or 
NEL.gov and are explained below. 

The 2010 DGAC evaluated available research on the health effects of 
sodium in children, and updated the 2005 DGAC's review of research on the 
health effects of sodium in adults. While the vast majority of research on 
the health effects of sodium in adults was published before 2005 and 
synthesized in the 2005 DGAC report, the DGAC conducted a NEL systematic 
review, which had not been done before, to build upon those findings and add 
relevant new literature from updated searches. The new focus involved 
considerably more effort in reviewing the emerging and growing evidence on 
the blood pressure-raising effects of sodium in children. 

Based on its review of all research published since 1970, the 2010 DGAC 
concluded that a moderately strong body of evidence documents that as sodium 
intake decreases, so does blood pressure in children, birth to 18 years of 
age. The research used to draw this conclusion included 15 clinical trials 
and four longitudinal, observation studies. The DGAC also concluded, based on 
a review of all new research published between 2005 and 2009, that a strong 
body of evidence has documented that, in adults, as sodium intake decreases, 
so does blood pressure. The research reviewed in adults included a systematic 
review/meta-analysis, 11 clinical trials, and one longitudinal, observational 
study. A full description of the evidence reviewed by the 2010 DGAC, 
literally hundreds of pages including abstracts, worksheets, summaries, 
quality rankings, and citations, can be found at www . NEL . gov . 

In developing the sodium recommendations in the 2010 DGA, Federal 
nutrition scientists took the DGAC's conclusion statements into 
consideration, along with the Institute of Medicine's (IOM) Dietary Reference 
Intakes (DRIs) . Because, as was noted, a Recommended Dietary Allowance for 
sodium could not be determined, the IOM set Adequate Intake (AI) levels for 
this nutrient. The AI is the recommended daily average intake level of a 
nutrient, and usual intakes at or above the AI have a low probability of 
inadequacy. The sodium AI is based on the amount that is needed to meet the 
sodium needs of healthy and moderately active individuals. The sodium AI for 
individuals ages 9 to 50 years is 1,500 mg per day. Lower sodium AIs were 
established for children and older adults (ages 1 to 3 years: 1,000 mg/day; 
ages 4 to 8 years: 1,200 mg/day; ages 51 to 70 years: 1,300 mg/ day; ages 71 
years and older: 1,200 mg/day) because their calorie requirements are lower. 
For adolescents and adults of all ages (14 years and older) , the IOM set the 
Tolerable Upper Intake Level (UL) at 2,300 mg per day. The UL is the highest 
daily nutrient intake level that is likely to pose no risk of adverse health 
effects (e.g., for sodium, increased blood pressure) to almost all 
individuals in the general population. The IOM recognized that the 
association between sodium intake and blood pressure was continuous and 
without a threshold (i.e., a level below which the association no longer 
exists) . The UL was based on several trials, including data from the Dietary 
Approaches to Stop Hypertension (DASH) -Sodium trial. The IOM noted that in 
the DASH-Sodium trial, blood pressure was lowered when target sodium intake 
was reduced to 2,300 mg per day, and lowered even further when sodium was 
targeted to the level of 1,200 mg per day. An intake level of 2,3 00 mg per 
day was commonly the next level above the AI of 1,500 mg per day that was 
tested in the sodium trials evaluated by the IOM. Thus, this became the 
Dietary Guidelines recommendation for the general population two years and 
older. 
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On the issue of recent studies, since the 2010 DGAC completed its 
systematic review of evidence related to sodium, a few studies on the 
relationship between sodium and health have been published. Some of these 
studies seem to contradict the conclusions drawn by the 2010 DGAC and the 
recommendations made in the 2010 DGA. However, it is important to note that 
the recommendations in the 2010 DGA are based on the preponderance of 
evidence published over several decades, and should not be called into 
question based on the findings from a few recently published studies. 
Moreover, these new studies do not have results that can necessarily be 
extrapolated to the general population. 

For example, a 2011 Cochrane systematic review titled. Effects of low 
sodium diet versus high sodium diet on blood pressure, renin, aldosterone, 
catecholamines, cholesterol, and triglyceride (Graudal et al., 2011) reported 
adverse effects of low dietary sodium intake. The review confirmed the 
positive relationship between dietary sodium intake and blood pressure and 
that sodium reduction resulted in a decrease in blood pressure. These 
findings are consistent with the DGA 2010 and the 2005 DRI. However, the 
review also concluded that sodium reduction increased plasma renin, plasma 
aldosterone, plasma adrenaline, plasma noradrenaline, cholesterol, and 
triglyceride. There are factors from this systematic review that implicate 
its use for developing public policy. First, the majority of the studies 
included in the review were short term (less than two weeks) , thus long-term 
consequences were not addressed. Further, the majority of the study 
populations were young, white men. Although, some of the studies included 
women and other races, they were not representative of the U.S. population, 
and particularly the U.S. population subgroups at greatest risk of developing 
elevated blood pressure. Finally, many of the studies examined the acute 
effects of extreme sodium intake levels that were well above or below the 
dietary sodium levels recommended or typically consumed in the U.S. 


REPORTS DUE TO THE APPROPRIATIONS COMMITTEES 


Mr. Kingston: The House and Senate Agriculture Appropriations bills, 
reports, and the House-Senate conference report required USDA to report to 
the Subcommittee on 28 specific issues. USDA has completed seven of these 
reports . 

• Of the six reports the Committee directed your mission area to 
complete last year, five are overdue. For example, we directed that 
USDA provide reports on WIC EBT; SNAP fraud, waste and abuse; and 
efficiencies in the domestic food assistance programs. What is the 
reason for the delay in providing Congress these materials needed to 
perform our oversight duties and responsibilities? 

• When can we expect to receive the overdue reports? 

• Please provide a status of all overdue reports . 

Response: FNS is working to provide the five remaining reports to the 
Committee as quickly as possible. The additional time has been necessary in 
order to be as thorough as possible in the requested reports . 

The requested report on SNAP Fraud, Waste and Abuse was forwarded to 
the Committee on January 21, 2012. 
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We are also currently working to provide the remaining four reports. 
The report concerning WIC EBT will be completed and available to the 
Committee in March of 2012. The report on efficiencies in the domestic food 
assistance programs and the report on WIC program costs should be available 
in April of 2012. Finally, the report concerning TEFAP participation is 
expected to be completed in May of 2012. 


POTENTIAL DUPLICATION OF FEDERAL NUTRITION PROGRAMS 

Mr. Kingston: Please provide a list of all Federal Programs, including 
those in the Department of Health and Human Services, that provide nutrition 
assistance and nutrition education to the public as well as the Agency 
providing those services and their respective budgetary resources for FY 2011 
and estimated for FY 2012 and FY 2013. 

Response: A 2010 Government Accountability Office Report ("DOMESTIC 
FOOD ASSISTANCE: Complex System Benefits Millions, but Additional Efforts 
Could Address Potential Inefficiency and Overlap among Smaller Programs, ” 
GAO-10-346, Table 2, pp. 8-11) identified the following 18 programs that 
focus primarily on providing food and nutrition assistance to low-income 
individuals and households. Most of the FNS programs also provide nutrition 
education to their clients: 

USDA - Food and Nutrition Service 

1 . Child and Adult Care Food Program 

2 . Commodity Supplemental Food Program 

3. Community Food Projects Competitive Grants Program (funded through FNS 
appropriation but administered by USDA's National Institute of Food and 
Agriculture) 

4. Food Distribution Program on Indian Reservations 

5. Fresh Fruit and Vegetable Program 

6. National School Lunch Program 

7. Nutrition Assistance for Puerto Rico 

8. School Breakfast Program 

9. Senior Farmers' Market Nutrition Program 

10. Special Milk Program 

11. Summer Food Service Program 

12. SNAP 

13. The Emergency Food Assistance Program 

14. WIC 

15. WIC Farmers' Market Nutrition Program 

DHS - Federal Emergency Management Agency 
Emergency Food and Shelter National Board Program 

HHS - Administration on Aging 

1. Elderly Nutrition Program: Home-Delivered and Congregate Nutrition 
Services 

2. Grants to American Indian, Alaska Native, and Native Hawaiian 
Organizations for Nutrition and Supportive Services 

In addition, USDA's Center for Nutrition Policy and Promotion (CNPP) 
provides nutrition education and promotion resources for the general public, 
including the implementation of the 2010 Dietary Guidelines and MyPlate. CNPP 
does not provide nutrition assistance benefits. 
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Budget resources for the USDA - Food and Nutrition Service programs, as 
well as the Center for Nutrition Policy and Promotion, for FY 2011, 2012 and 
2013 are listed in the table that follows: 

[The information follows:] 



Food, Nutrition and Consumer Sersices 

(Dollars in Thousands) 



2013 


2011 

2012: President's 

Agency or Item 

En acted 

Enacted Budget 




Appropriated Funding: 



Child Nutrition Programs 

$17,323,791 

$18,151,176 $19,694,000 

WIC 

6,734,027 

6,618,497 7,041,000 

SNAP 

70,613,462 

80,401,7221 82,364,504 

Commodity Assistance Program 

246,126 

242,336 253,952 

Nutrition Programs Administration 

147,505 

136,500 141,505 

Congressional Hunger Ctr 

1,274 

2,000 j 2,000 

Total, FNCS Appropriated Funds 

95,066,185 

105,552,231 i 109,496,961 

Non-Appropriated Funding: 



SNAP- A.RRA benefits 

12,272,291 

8,206,590| 5,376,457 

CN Permanent Appropriations 

154,250 

155,250; 245,250 

Senior Farmers' Markets Nutrition Program 

20,600 

20,600 20,600 

WIC-UPC Database 

1,000 

1,000! 1,000 

Total, FNCS Non-Appropriated Funds 

12,448,141 

8,383,440! 5,643,307 


Mr. Kingston: How do the 18 or more nutrition assistance programs 
across the Federal Government coordinate activities and seek the greatest 
efficiency in ensuring that the most resources possible go towards the 
participants and avoid potential duplication of efforts? Can this 
coordination be improved to increase efficiency and/or reduce costs? 

Response: CJSDA is interested in preventing inefficiency and overlap in 

federal nutrition assistance programs, while also ensuring that those who are 
eligible receive the assistance they need. The array of programs that 
Congress has authorized forms a nutrition safety net to prevent hunger and 
poor nutrition. SNAP is designed to provide basic nutrition assistance to 
all those who qualify by virtue of their low incomes and limited resources. 
Other more specialized programs target the diverse needs of different groups, 
and operate in different settings. For example, CSFP provides nutritious 
food packages to clients, primarily low-income seniors. Some clients appear 
to prefer the food packages provided through CSFP over SNAP benefits, while 
others may simultaneously participate in both programs to meet their 
nutritional needs. 

For programs with similar purposes or benefits— such as SNAP and the 
Food Distribution Program on Indian Reservations (FDPIR) - simultaneous 
participation in both is prohibited. 

In practice, relatively few households stack program on top of program: 
among those that participate in at least one of the four major programs 
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(SNAP, WIC, NSLP, SBP) , about 40 percent participate in only one and only six 
percent participate in all four. Nutrition assistance is one area where 
multiple programs reflect a diversity of need, not duplication of effort. 

It is also worth noting that administrative expenses for the major 
nutrition assistance programs are quite low. Federal funding for 
administrative costs accounts for about nine percent of Federal spending for 
WIC, four percent for SNAP and less than three percent for school meals. 

Over 90 percent of these administrative funds are distributed to States for 
use in delivering benefits and services, rather than used to support Federal 
staff . 


Since both the program structure and administrative funding allocations 
for nutrition assistance programs are primarily set in statute, fundamental 
change would require legislation to modify or eliminate the specific mandates 
for these programs. However, in order to maximize efficiencies within USDA's 
current authority, FNS promotes policy and operational changes that 
streamline the application and certification process; enforce rules that 
prevent simultaneous participation in programs with similar benefits or 
target audiences; and reviews and monitors program operations to minimize 
waste and error. 


Mr. Kingston: Please explain the differences between USDA's CSFP and 
CACFP and DHHS ' three or more nutrition services program (i.e., Congregate 
Nutrition, Home -Delivered Nutrition, and Nutrition Services Incentive 
Program) . 

Response: The Commodity Supplemental Food Program (CSFP), the Child 

and Adult Care Food Program (CACFP) , and the Department of Health and Human 
Services' (HHS) nutrition services programs are distinguishable in the 
categories of individuals served by each program, the frequency of services, 
the access points for benefits, and/or the types of benefits provided. 

CSFP is a supplementary food package program targeted to improve the 
health of low-income pregnant and breastfeeding women, new mothers up to one 
year postpartum, infants, children up to age six, and elderly people at least 
60 years of age. Over 95 percent of participants are elderly. CSFP food 
packages are provided monthly for home consumption and do not provide a 
complete diet, but rather are good sources of the nutrients typically lacking 
in the diets of the target population. Through CSFP, USDA purchases food and 
makes it available to participating State agencies and Indian Tribal 
Organizations (ITOs) . Currently, 39 State agencies, two ITOs, and the 
District of Columbia participate in the program. Some elderly clients appear 
to prefer the food packages provided through CSFP over SNAP benefits, while 
others may simultaneously participate in both programs to meet their 
nutritional needs. 

While CSFP provides food packages for home consumption, USDA's CACFP 
provides nutritious meals and snacks to children and adults who are enrolled 
for care at participating institutions, including child care centers, day 
care homes, and adult day care centers. CACFP also serves children residing 
in emergency shelters and youths participating in eligible afterschool care 
programs. CACFP provides a cash reimbursement for eligible meals served, as 
well as USDA Foods or cash-in-lieu of foods, to participating institutions. 
CACFP is administered locally through State agencies. Therefore, to 
participate, eligible institutions must enter into an agreement with the 
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CACFP State agency. Depending ori the type 6£ institution or other criteria, 
CACFP' s eligible population may include persons 18 and under, persons of any 
age who have one or more disabilities or who may be functionally impaired, 
and adults who are 60 years of age or older. Most CACFP institutions serve 
children 12 and under. However, like in CSFP, residents of institutions are 
not eligible for CACFP benefits. 

HHS' Nutrition Services Incentive Program (NSIP) rewards State Agencies 
and ITOs that efficiently deliver nutritious meals to older adults with funds 
to purchase food. All, or part, of these funds may be used to purchase food 
through USDA. USDA also donates bonus foods to NSIP when feasible. HHS also 
administers Congregate Nutrition Service and Home-Delivered Nutrition 
Service; neither program receives USDA donated foods. 


HOME DELIVERY - SUMMER FOOD SERVICE 


Mr. Kingston: Please provide the Subcommittee with a status of the $85 
million appropriation in fiscal year 2010 to study alternative means to 
deliver food to low-income children during the summer months. 

Response: The Summer Food for Children Project demonstrations and 
evaluations are pursuing two basic tracks for alternative means to deliver 
food to low-income children during the summer. One track tests enhancements 
to the existing Summer Food Service Program, while the other track provides 
nutrition benefits directly to children's households on an electronic 
benefits, or EBT, card. 

The Enhanced Summer Food Service Program demonstrations used four 
strategies to increase Summer Food Service Program participation. In 
Arkansas in 2010, and again in 2011, we encouraged program sponsors in the 
demonstration to serve children for a greater portion of the summer by 
providing them 50 cents in additional reimbursement for every lunch served 
when the sponsor stayed open for forty days or more. In Mississippi we 
funded grants to sponsors to provide recreational or educational activities 
at feeding sites to attract more children. Both approaches appear to have 
increased participation as is documented in our September 2011 report, 
"Evaluation of the Impact of Incentives Demonstrations on Participation in 
the Summer Food Service Programs" . 

The Summer EBT approach takes advantage of existing SNAP and WIC 
delivery systems to provide $60 per month per child for SNAP eligible 
benefits or WIC-like food prescriptions tailored for school-age children. In 
Summer 2011, we completed our proof -of -concept demonstrations at five sites, 
serving a total of 12,500 children. In 2012, we will expand to 14 sites in 
10 States and ITOs, and plan on providing Summer EBT to 75,000 children. The 
robust evaluation design requires random assignment of households with NSLP 
free- or reduced-price certified children to either the intervention or 
control groups for this study. The results of the 2011 proof-of-concept 
tests will be available in late June or early July of this year. Our report 
on the 2012 expanded EBT demonstrations will be available about the same time 
next year . 

In 2011, we also provided funds to support the delivery of meals to 
eligible children in rural areas, addressing some of the barriers that 
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currently make it difficult for SFSP sponsors to obtain a sustainable level 
of reimbursements in these areas. We will continue to test this approach in 
2012. Additionally in 2011, and again this coming summer, we provided 
funding to give eligible children food backpacks containing meals to cover 
the days that Summer Food Service Program meals are not available - primarily 
the weekends. Our report on the first year of the rural delivery and 
backpacks demonstrations will be available in mid- July of this year. Our 
final report, covering summer 2012, will be provided in 2013. 

USDA's status report to Congress on the Summer Food for Children 
demonstrations, delivered in December 2011, is available on the FNS website 
at 

http: //www. fns.usda.gov/ora/menu/DemoProjects/SummerFood/2011SFCCongress.pdf 


USDA's RESPONSE TO FRAUDULENT PROVIDERS' 


Mr. Kingston: Last year, I asked USDA's OIG about the Department's 
policy on banning or debarring participants of any USDA program who have been 
found guilty of violating the laws, rules or regulations of the Federal or 
State governments, regardless of whether a program provides entitlements. 

USDA OIG has identified a number of cases where SNAP and WIC providers have 
been found guilty of fraud and were still able to receive benefits. 

Can you commit to this Subcommittee that you will follow your own OlG's 
sound recommendation to ban recipients from all programs if the potential 
recipient committed fraud in any one of USDA's programs? If not, what is the 
justification? Is there an issue of authority or is the debarment process 
too lengthy? 

Response: USDA's Food and Nutrition Service (FNS) is committed to 

holding those who would commit fraud in our nutrition programs accountable. 

We currently work with over 200,000 retailers in SNAP and we take 
fraudulent activity very seriously. Retailers that violate the Program rules 
are removed from participation in the Program. Those that traffic - the 
worst of the possible violations - are permanently removed from ever being 
able to participate in SNAP. Not only will those retailers be unable to 
participate in SNAP, but they will also be removed from the WIC Program if 
they are participating retailers in that Program. In fiscal year 2011, 1,215 
retailers were permanently disqualified from SNAP for trafficking. 

FNS has seriously considered all aspects of participation across FNS 
programs in the suspension and debarment process. Doing so would involve 
additional, lengthy procedures to ensure these retailers do not participate 
in any other government program (s) and could result in delays in holding such 
retailers accountable. 

Other considerations include: 

o The Food and Nutrition Act (the Act) provides FNS with the ability 
to remove retailers charged with trafficking from the Program 
immediately, with Administrative Review procedures taking place 
while the charged retailer is no longer in the Program. This is a 
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potent tool that allows tiS to significantly limit the damage to the 
Pro gram . 

o The procedures for disqualification of retailers under the Act 
differ from those under the suspension and debarment regulations, 
and can conflict with each other. For example, the suspension and 
debarment regulations would suggest notice and hearing must take 
place before a retailer can be debarred. 

o We believe that retailers considered for disqualification in SNAP 
are generally not the kind of retailers that do business with other 
parts of the government. They tend not to be companies, but sole 
proprietorships that try to fly under the radar. Almost all of our 
trafficking cases are with relatively small single proprietor stores 
or partnerships . 

In short, FNS believes that the current system FNS has in place for 
disqualifying retailers under the Food and Nutrition Act is a much more 
effective tool than suspension and debarment. The Agency, however, 
recognizes the importance of protecting other governmental entities that may 
be doing business with these vendors. As a result, and in response to OIG's 
Departmental audit on suspension and debarment, FNS has proposed a process 
whereby permanently disqualified SNAP retailers will be listed on the General 
Service Administration's System for Award Management or SAM - which replaces 
the current Excluded Parties Listing System. FNS also proposes initiating 
debarment action for any individual who has been disqualified as the result 
of a criminal conviction and when information is available to OIG indicating 
that the individual participates as a grantee or subgrantee in other Federal 
programs or is involved in business with other Federal agencies. 

FNS will be proactive in ensuring that only responsible persons 
participate in SNAP and now requires staff to check the EPLS to ensure that 
high risk persons who are suspended, debarred or disqualified from other 
programs are not participating in SNAP. 


Mr. Kingston: Over the past few months, USDA has issued statements on 
actions or proposed actions to reduce trafficking and other forms of fraud in 
the SNAP program. Please provide a list of activities across USDA to reduce 
fraud in the SNAP program. Please include an explanation of how FNS is 
targeting and providing early oversight of stores most likely to traffic. 

Response: In recognition of the primary responsibility that States 

bear for reducing client fraud, USDA has been hosting anti-fraud conferences 
around the country over the past year, discussing with our State partners the 
opportunities, best practices, and policy needs that will help us protect the 
Federal investment in SNAP and make sure the program is targeted toward those 
families who need it the most. As the government entity with direct 
responsibility for overseeing retailers, FNS has also engaged the retailer 
community to urge them to make integrity a priority. On February 1, 2012, we 
launched a new Web site as a one-stop portal to raise awareness of the issue 
of SNAP fraud and provide a direct avenue to report suspicious activities . 

Our OIG maintains, and we promote, a SNAP fraud hotline that gives citizens a 
direct means to report fraud. We have also met with State Commissioners 
around the country to enlist their support and to detail specific actions 
States can take to improve integrity in the program, including a greater 
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focus on trafficking and the establishment of memoranda of understanding with 
State Law Enforcement Bureaus to complement our available resources. 

We are upgrading our electronic transactions data mining system, to 
implement state-of-the-art technology that will help detect suspicious SNAP 
redemption activity across the country. We are redesigning the Anti -fraud 
Locator using EBT Retailer Transactions (ALERT) system with new, more 
advanced technology and analytical tools available in the private sector. 

The new ALERT system will allow USDA to quickly implement fraud detection 
scans as new schemes are. identified, utilize Geographic Information System 
(GIS) mapping to better target high-risk areas, and build new complex data 
models designed to significantly reduce the number of false positives. 

We have also updated policies and procedures to enhance our fight 
against fraudulent retailers. USDA has increased documentation requirements 
for retailers to verify identity and assure business integrity. The 
Department is researching high-risk stores using tax and business databases. 
We are implementing a protocol to use the Excluded Parties List System (EPLS) 
to notify other government agencies of SNAP retail store owners that have 
been permanently disqualified from the Program. Along with this, we have 
modified our own policies to require staff to consult the EPLS prior to 
authorizing a store in a high-risk area. The Department is also developing a 
proposed rule that will increase the penalties for owners that engage in 
trafficking, and will publish a final rule shortly that updates the 
definition of trafficking. 

We have been aggressively implementing a number of measures to reduce 
the prevalence of trafficking in SNAP. The trafficking rate has decreased 
from four cents on the dollar to one cent on the dollar over the last 15 
years. USDA is currently preparing the solicitation and will award a 
contract for updating the trafficking estimates for 2009-2011. These 
estimates are expected to be available late in calendar year 2013. All of 
this will allow USDA staff to focus on higher priority cases. 

In addition to focusing on retailer fraud, USDA knows the importance of 
working with State Agencies to combat recipient fraud. While rare, fraud 
undermines public confidence and jeopardizes the ability of SNAP to serve the 
tens of millions of struggling families who need it the most. Increased 
vigilance through monitoring, data matching. State fraud investigations, and 
other techniques will help to ensure that only those eligible for benefits 
receive them and USDA provides technical assistance and administrative match 
funding to assist States in their efforts. 

State agency fraud investigations are broken into pre-certification 
investigations and post-certification investigations . Pre-certification 
investigations are cases referred for investigation and completed prior to 
certification. Investigators assist in front-end detection by acting on 
referrals in suspicious cases. Many referrals result from discrepancies 
between information provided by clients and that obtained via the 
aforementioned data matches. Post-certification investigations are conducted 
after an individual has been certified to receive benefits. Post- 
certification investigations may result from information obtained through 
data matches, whistleblower complaints from the public, or from positive 
investigations of retail operations indicating the possible involvement of 
recipients . 
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Intentional Program Violations (IPVs) are those in which clients either 
provide false statements or withhold facts in order to obtain benefits, or 
violate Act /regulations /St ate statues to use or traffic benefits, or both. 
States can pursue cases of fraud administratively or criminally, depending on 
the nature of the IPV. Those found guilty will be disqualified from the 
Program for the appropriate period of time as prescribed by law. These 
disqualifications apply nationally. The disqualification periods are 
generally as follows: 

• 1 st offense = 12 month disqualification 

• 2 nd offense = 24 month disqualification 

• 3 rd offense = Permanent disqualification 

However, more serious violations - those that involve trafficking over 
$500, using SNAP benefits to obtain controlled substances or firearms, or 
duplicate participation - carry greater penalties and/or the possibility of 
jail time when pursued criminally. 

In fiscal year 2010, States conducted nearly 785,000 fraud 
investigations and disqualified just over 44,000 individuals. In fiscal year 
2011, States collected $314 million in recipient claims. An additional $1.3 
billion in delinquent SNAP recipient claims has been collected since 1992 via 
the Treasury Offset Program (TOP) . Not all of these actions involved fraud. 
Furthermore, USDA recently issued new guidance to States on pursuing 
fraudulent activity: 

• Intent to sell SNAP is now considered an Intentional Program 
Violation (IPV) . For example, those who offer their card for sale 
online can be charged with an IPV. 

• We encourage States to use data provided by the Food and Nutrition 
Service regarding disqualifications of retailers to identify client 
households with suspicious transaction patterns for further 
investigation of potential trafficking violations. 

• These new policies add more tools to the box to enable States to 
efficiently focus their time and efforts investigating recipients 
suspected of trafficking. 

• FNS also continues to work closely with its State and Federal 
partners to investigate and prosecute trafficking. Recent activity 
includes hosting meetings and/or conferences with State agencies and 
other Program Stakeholders, presenting consistent messaging that 
retailer and client trafficking is not tolerated and continuing to 
seek ways that we can assist States in their efforts, and surveying 
States to better understand their challenges and find opportunities 
to assist. 
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WIC ELECTRONIC BENEFIT TRANSFER 


Mr. Kingston: Please provide the Subcommittee with the most current 
status of WIC EBT implementation, specifically what states, tribal 
governments, or territories have implemented systems, the type of system as 
well as any other relevant detail on the Department's efforts to meet the 
2020 deadline established in the Healthy, Hunger-Free Kids Act of 2010. 

Response: The Department continues to promote the implementation of 
EBT in WIC State agencies, and provides technical assistance and funding, if 
available, to support the planning, development and implementation of WIC EBT 
systems. Currently, 57 State agencies, or well over half of all WIC State 
agencies, are involved in some phase of EBT, either planning, development, 
implementation or operational Statewide. Five WIC State agencies have fully 
implemented EBT state-wide using offline smartcard technology. They are: 
Cherokee Nation, Oklahoma; New Mexico; Pueblo of Isleta, New Mexico; Texas 
and Wyoming. Five additional WIC State agencies have fully implemented EBT 
state-wide using on-line magstripe technology. They are: Chickasaw Nation, 
Oklahoma; Inter-tribal Council of Nevada; Kentucky; Michigan and Nevada. 

EBT implementation plans submitted by all State agencies in early 
fiscal year 2012 indicated that 87 of 90 WIC State agencies have projected 
that they will meet the mandated deadline of October 2020. In addition to 
the 10 State agencies currently using EBT state-wide; 29 State agencies 
anticipate full statewide implementation by 2016, and an additional 24 by 
2018, with the remaining 24 by the 2020 deadline. Three State agencies plan 
to seek a waiver, as allowed by the Healthy Hunger-Free Kids Act of 2010. 
These implementation timeframes assume that adequate funding is available to 
implement EBT nationwide by the 2020 deadline. 


Mr. Kingston: Please update the Subcommittee on USDA plans to use SNAP 
EBT infrastructure to work in conjunction with WIC EBT operations or future 
operations . 

Response: We have learned a great deal from the implementation of EBT 

by the Supplemental Nutrition Assistance Program (SNAP) and many of the same 
providers are now supporting online WIC EBT. We continue to work closely 
with SNAP EBT whenever there is a need. For example, we are working with 
State agencies and industry to develop a standard set of WIC EBT Operating 
Rules and a Technical Implementation Guide, which mirror the Quest EBT 
Operating Rules successfully in use by SNAP EBT State agencies. 

Benefitting from efforts of current EBT State agencies, WIC has 
developed the WIC EBT Operating Rules, which establish national standards for 
State implementations and impact operations for State agencies, food vendors, 
electronic cash register software companies and EBT providers. We have also 
developed a Universal Interface technical standard that enables WIC State 
agencies to implement standard processes that can allow EBT systems to be 
implemented faster and for less cost. All of these standardization efforts 
are built upon the best practices of the State agencies that now operate WIC 
EBT statewide. 
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Mr. Kingston: Please provide the amount of funds spent on WIC MIS in 
total, as well as by state and territory. Provide data for fiscal years 2006 
through estimated 2013. 

Response: The total amount spent on WIC MIS from fiscal year 2006 
through fiscal year 2011 was $172,195,528, including $100 million in ARRA 
funding. The following chart identifies the WIC State agencies that have 
received WIC technology funds for MIS activities. Zero funds were 
appropriated for WIC MIS in fiscal year 2012. We are currently evaluating 
critical project funding needs and assessing if funds previously allocated to 
approved projects should be redirected to other projects with a more pressing 
funding need. If technology funds are appropriated in fiscal year 2013, 
priority for funding will be based on WIC State agencies with existing MIS 
projects; funding awards will be based on approved project budgets and 
timelines to ensure critical investments in technology are preserved. 

[The information follows:] 
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State Agency 

FY 2006 

FY 2007 . 

FY 2008 

FY 2009* 

FY 2010 

FY 2011 

California 

$0 

$0 

$0 

$4,405,661 

$0 

$0 

Hawaii 

$0 

$0 

$0 

$250,000 

so 

$0 

Idaho 

$0 

$0 

$0 

$2,556,978 

$55,608 

$34,154 

Oregon 

$0 

$0 

so 

$223,800 

$0 

$0 

TOTAL 

$20,214,463 

$2,209,433 

$5,191,507 

$87,909,434 

$36,685,175 

$19,985, 516 


* Funds were awarded through the American Recovery and Reinvestment Act of 2009. 


Mr, Kingston: Please provide the amount of funds spent on WIC EBT in 
total, as well as by state and territory. Provide data for fiscal years 2008 
through estimated 2013. 


Response: The table below provides the amount of funds spent on WIC EBT 
from fiscal year 2008 through fiscal year 2011. The chart shows which WIC 
State agencies received funding for planning activities and those that 
received funding for implementation activities. Zero funds were appropriated 
for WIC EBT in fiscal year 2012. We are currently evaluating critical 
project funding needs and assessing if f lands previously allocated to approved 
projects should be redirected to other projects with a more pressing funding 
need. At this time, we are not approving any new EBT planning or 
implementation projects unless a State agency demonstrates that it can afford 
to complete the project using their existing nutrition services and 
administration grant funds. 

If technology funds are appropriated in fiscal year 2013, WIC State 
agencies with existing EBT projects will receive funding based on approved 
project budgets and timelines. Additionally, many State agencies that put a 
hold on their projects in fiscal year 2012 due to lack of funding will be 
able to proceed with their EBT planning and implementation efforts. 

[The information follows:] 
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WIC State Agency EBT Technology Funds 
FY 2008 through FY 2011 




Connecticut 

Massachusetts 



Michigan 


Wisconsin 


REGIONAL TOTAL 


53E2S1 


Arkansas 


Chickasaw, OK 


New Mexico 


Oklahoma 


Texas 


i ■RH3!!3 1 



m?y ~ s?. ^ » cc: : v~ ' ti: s ‘ n cccimbh 


*Funds were awarded through the American Recovery and Reinvestment Act of 2000. 
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Mr. Kingston: Please provide an explanation as to the difference 
between funds designated for MIS projects and funds designated for EBT 
projects . 

Response: WIC State agencies typically utilize two computer systems 
when providing participants with electronic access to program benefits. The 
two systems, the certification system or management information system (MIS) 
and the Electronic Benefit Transfer (EBT) system, are highly interdependent. 
For budgetary purposes, FNS combines MIS and EBT funding needs under the 
title "Management Information Systems." This allows FNS flexibility in 
funding WIC State agency MIS and EBT efforts based on current project status 
and funding needs . 

WIC State agency MIS are used by WIC staff working directly with 
recipients at local agencies and clinics to record information necessary for 
enrollment and participant certification. FNS has developed a standard set of 
functional requirements for MIS to include: participant certification, 
nutrition education, food benefit issuance, food benefit redemption and 
settlement, financial management, caseload management, operations management, 
vendor management, scheduling, and reporting. As these systems are quite 
complex and must support EBT, many current systems must be upgraded or 
replaced at significant cost. 

EBT systems permit electronic access to WIC Program food benefits and 
interface with a State agency's MIS. Typical system implementation costs 
include initial software and programming costs, equipment and card costs, and 
contractor and staffing costs. 


Mr. Kingston: Please provide an explanation of the benefits provided 
to USDA and the States in implementing EBT systems. 

Response: EBT is widely recognized as the preferred method of food 
benefit delivery, allowing WIC participants to shop with confidence, more 
convenience, and reduced stigma at the checkout lane. This improved client 
service is coupled with more efficient and accurate vendor operations and 
payments, thereby helping to reduce fraud and improve Program integrity. EBT 
systems allow for greater fiscal control and oversight not possible in a 
paper based check or voucher system. 

Specific examples of the benefits to USDA and WIC State agencies in 
implementing EBT systems include: 

Ensures participant receives only their prescribed foods 
Simplifies enforcement of Federal cost containment requirements 
Provides data on type and amount of foods purchased 
Facilitates accurate rebate billing on infant formula purchased 
Ensures that retailer claims no more than shelf price for 
reimbursement 
Secure transaction 
Timely and accurate claims 

Streamlines and improves vendor compliance and monitoring activities 
Reduces forgery and fraud opportunities 

Improves administrative efficiencies through data rich EBT activity 
reports 

Increases accountability and reduces paperwork 
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Numerous other benefits of EBT are realized by WIC vendors, to include 
many of the same benefits outlined above. These include, but are not limited 
to : 

Participant purchases only WIC authorized foods 
Reduces cashier error and need for training 
Secure transaction 

Timely/faster claims and settlement 
Numerous activity reports for WIC EBT 
- Streamlines processing and payment operations by eliminating paper 
food instruments 

National standards for retailer transaction processing 


SNAP PROGRAMS - FAST FOOD, EMPLOYMENT AND TRAINING 


Mr. Kingston: Please provide the Subcommittee with a status of the 
fast food option allowable for certain recipients of the SNAP program. Note 
any changes over the past year and any plans for changes to allow prepared 
foods to be consumed with SNAP benefits. 

Response: As provided for in statute, Restaurant Programs are State 
administered and run at State option. Such programs are limited to 
participation only by homeless, elderly and disabled SNAP clients. Federal 
rules require States opting to run a Restaurant Program to establish a 
solution that assures only eligible clients may use their benefits at 
participating restaurants. A program status by State is listed below: 

• California, Arizona, and Michigan continue to operate State 
administered Restaurant Programs serving their elderly, homeless, and 
disabled populations. Arizona, however, is in the process of ending 
its State administered restaurant program. 

• In 2009, Florida began operating a pilot program in one county; this 
pilot serves only homeless clients. To date, Florida has not expanded 
that pilot. 

• A pilot began in Puerto Rico in October of 2010. An evaluation of the 
pilot is currently under review. 

• Rhode Island began a limited pilot Restaurant Program on August 1, 

2011 . 

• USDA is reviewing opportunities to improve the Restaurant Program so 
that it better serves the purpose of the Program and meets the needs of 
the population it is intended to serve. 


Mr. Kingston; Please provide a table showing a breakout of how the 
employment and training funds were spent to include fiscal year 2008 through 
2011 actuals and plans for fiscal years 2012 and 2013. 

Response: The information is submitted for the record. 

[The information follows:] 
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COMMODITY SUPPLEMENTAL FOOD PROGRAM 

Mr. Kingston: The population of participants in the Commodity 
Supplemental Food Program (CSFP) is approximately 95 or 96 percent elderly 
{60 years or older). What is the USDA's estimate of total elderly 
participants that are eligible for SNAP but opt not to seek support via SNAP? 
What are some of the reasons why eligible elderly participants in CSFF choose 
not to participate in SNAP? What is the Department doing to transition more 
eligible elderly participants out of CSFP and into the SNAP program? 

Response: In FY 2011, about two-thirds of of the nearly 570,000 
elderly CSFP participants were eligible for SNAP but did not participate. 

A 2002 ERS study (Seniors’ Views of the Food Stamp Program and Ways To 
Improve Participation-Focus Group Findings in Washington State: Final Report, 
June 2002) indicates that the most common reasons that elderly persons who 
were eligible for SNAP did not participate were the stigma and cultural 
barriers associated with applying for the program. Other barriers that 
affected eligible seniors' decision to contact the local SNAP office included 
misinformation about the program's rules, availability of transportation, 
communication problems at the initial point of contact with the local SNAP 
office, and the general acknowledgement that some participants simply chose 
one program over because one program may be more suitable to an individual's 
circumstances than the other. 

In addition, it is possible that some elderly may prefer the CSFP 
commodity package over SNAP benefits. The average SNAP benefit for elderly 
participants was $111 in FY 2010 compared to $130 for all participants. The 
average benefit to elderly who are eligible but do not participate in SNAP 
would be $58. For this reason, some elderly may find CSFP more convenient 
and preferable to SNAP. Local agencies are required to provide elderly 
CSFP applicants with written information on SNAP and make referrals to SNAP 
when appropriate . 

USDA has estimated the cost of transiting elderly CSFP participants to 
SNAP at $120 million in FY 2013. This includes $2 million for outreach to 
eligible elderly CSFP participants. To encourage participation in SNAP, a 
$20 transitional benefit would be offered for 6 months. Assuming 70 percent 
accept the transitional benefit for an average of 4 months the total cost is 
$22 million. If through outreach SNAP reaches 50 percent of the eligible 
elderly CSFP participants that are not already receiving SNAP, the additional 
cost is $96 million. This assumes an average benefit of $58 and an average 
participation length of 9 months in the first year. Some participants will 
stay with CSFP, some will migrate fully to SNAP, and others may leverage both 
programs to meet their nutritional needs. 
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SNAP has special eligibility policies that take into account the 
special circumstances faced by seniors. These include deduction of medical 
expenses, no gross income limits, a higher asset limit and special 
eligibility status for seniors who receive Supplemental Security Income (SSI) 
because of their age and low income. Seniors may also designate authorized 
representatives to represent their interests during the application process 
to purchase food with SNAP benefits on their behalf. 

Special procedural requirements include certification periods up to 2 
years and the ability to apply for SNAP through the Social Security 
Administration when applying for SSI. In addition, several demonstration 
projects have been approved in an effort to further improve access for 
seniors. Elderly Simplified Application Projects, Standard Medical 
Deductions, and Combined Application Projects (CAP) make it easier for the 
elderly to apply for and maintain eligibility for SNAP. 

CAPs, operating in 18 States, offer a combination of standardized 
benefits, minimal need for independent verification, and normally no need to 
go to the local offices; these projects have produced significant increases 
in participation within the target population. In CAP States, the percentage 
of one-person SSI cases participating in SNAP increased by 48 percent between 
2000 and 2008, whereas the percentage in non-CAP States remained relatively 
flat. The increase in participation among one-person SSI recipients in CAP 
States was much greater than the overall increase in SNAP participation in 
the CAP States during the same time period. 


Mr. Kingston: What would be the impact of moving all WIC eligible 
participants out of CSFP and into WIC so that CSFP was solely used by the 
elderly? 

Response: Eliminating "WIC-like" participation from CSFP would result 
in removing roughly 18,000 women, infants and children from the program in an 
average month. However, the vacated caseload slots would likely be filled by 
elderly participants. At the same proposed funding level for FY 2013 and all 
other things being equal, because the food package cost per client is 
somewhat more for WIC-like participants than for elderly participants, 
average elderly caseload could rise by somewhat more than average WIC-like 
caseload would decline. 

While the eligibility requirements for CSFP and WIC are similar in most 
respects, current WIC rules only permit low-income children up to age 5 and 
non-breastfeeding women up to 6 months postpartum to participate, while CSFP 
serves children up to age 6 and all postpartum women up to twelve months. 
Therefore, an unknown number of children and some postpartum women 
discontinued from CSFP would not be eligible for WIC. 


Mr. Kingston: Please provide the Committee with a status of the 
Administration's efforts to use leads data from the Social Security 
Administration to increase participation in SNAP among elderly beneficiaries 
of the Medicare Low-Income Subsidy (LIS) . 

Response: Using a competitive process, three States were chosen in 
September 2010 to run pilot projects where application information for 
Medicare LIS is used for SNAP outreach. The pilots will run in State 
selected counties with other counties selected for comparison to detect pilot 
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induced impacts. The selected States and their respective pilot methods 
are: 

1. Washington is using the LIS address information for targeted SNAP outreach 
using the full SNAP application. 

2. Pennsylvania is using the LIS address and financial information, a 
simplified SNAP application, and SNAP waivers in its outreach pilot. 

3 . New Mexico is using an approach very similar to Pennsylvania but added 
providing one of four standardized benefits to pilot qualified households. 

The demonstration pilots allow one year for implementation, two years of 
operation, and an additional year to complete an evaluation. Evaluation 
results are expected in October 2014. 


Mr. Kingston: Of the total amount obligated for the Commodity 
Supplemental Food Program, what portion or percentage goes towards 
administrative costs? 

Response: The administrative grant per caseload slot for the Commodity 
Supplemental Food Program (CSFP) is set by statute and is inflated annually 
using the State and Local Expenditure Index. The following table provides 
the requested information. 

[The information follows:] 


Fiscal Year 

Administrative Cost 

Percentage 

2009 

31,419,668 

19.6% 

2010 

38,838,228 

22.7% 

2011 

41,305,000 

23.5% 


Average 1 $37,187,632 | 21.9% 


NUTRITION PROGRAMS ADMINISTRATION 

Mr. Kingston: How much is assumed in the FSP, CNP, and WIC for studies 
and evaluations in the fiscal year 2013 budget request? How much is being 
spent in fiscal year 2012? 


Response: The information is provided for the record. 


[The information follows:] 


FNS Studies and Evaluations 

Program 

FY 2012 
{$ thousands) 

FY 2013 
($ thousands) 

SNAP 

$11,500 

$13,684 

Child Nutrition 

$29,570 

$19,323 
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$14,812 


$5,000 ; 


CHILD NUTRITION PROGRAMS 


Mr. Kingston: How many participated in the school lunch program in 
fiscal year 2011? How many are estimated to participate in fiscal years 2012 
and 2013? 

Response: In fiscal year 2011, on average, 31.8 million students 

participated each day in the National School Lunch Program. During fiscal 
years 2012 and 2013, on average 32.0 million and 32.4 million students are 
estimated to participate each day, respectively. 


Mr. Kingston: For each category, paid lunch, free meals, and reduced 
price meals, what are the federal costs for fiscal years 2009, 2010 and 2011? 


Response: The information is provided for the record. 


[The information follows:] 



Federal Cost of National School Lunch Program 

$ millions) 


Paid 

Reduced Price 

Free 

Total 

FY 2009 

$487.8 

$1, 158.9 

$7,337.0 

$8,983.7 

FY 2010 

$470,8 

$1,174.1 

$8,287.9 

$9,932.8 

FY 2011 

$477.5 

$1,086.4 

$8,757.0 

$10,320.8 


Mr. Kingston: How much did USDA spend in fiscal years 2010 and 2011 
for the snack programs? 

Response: The information is provided for the record. 


[The information follows:] 



Fiscal Year 2010 
{$ millions) 

Fiscal Year 2011 
($ millions) 

National School Lunch 

Program, Snacks only 

$154.5 

$161.1 

Child and Adult Care Food 
Program, Snacks only 

$392.5 

$401.1 

Total 

$547.0 

$562.2 


Mr. Kingston: Please provide a table showing the amount of state 
administrative expenses that have been carried over, the amount of original 
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allocation, and the percent of the allocation carried over. Include data 
from fiscal years 2008 through 2011. 

Response: The information is provided for the record. 

[The information follows:] 


State Administrative Expenses 

2008 to 2011 

Fiscal Year 

Initial SAE 
Allocation 

Carryover 

Amount 

Percent of 
Allocation Carried 

Over 

2011 

$206,194,551 

$34,833,549 

16.89% 

2010 

$191,308,525 

$32,648,984 

17.07% 

2009 

$177,842,407 

$27,760,852 

15.61% 

2008 

$170,300,817 

$25,321,085 

14.87% 


Mr. Kingston: Please update the table that appears in last year's 
hearing record showing the number of schools, institutions, and summer camps 
that participate in the Special Milk Program to include fiscal year 2007. 
Please provide the Committee with the amount spent on this program over five 
years to include planned for FY 2012 and FY 2013. 

Response: The information is provided for the record. 


[The information follows:} 


Fiscal ; 

Year 

Schools 

Institutions 

Summer Camps 

Total 

2007 | 

4,911 

533 

858 

6,302 

2008 

4,734 

521 

743 

5,998 

2009 

4,274 

630 

704 

5,608 

2010 

4,004 

965 

757 

5,726 

2011 

3,840 

525 

775 

5,140 


The amounts obligated are as follows: 

FY 2009--$14,285,671 
FY 2010--$12,063,656 
FY 2011 — $12,381,000. 

FY 2012— $13, 196,000 (projected) 
FY 2013--$13 , 323 , 000 (projected) 


Mr. Kingston: A number of groups representing the Food Service 
Authorities and States have expressed concerns about the rising level of 
unpaid meal charges left delinquent by parents. These groups note that 
uncollected payments eat into their budgets. What has USDA done to address 
this issue? Does FNS plan to clarify the policy on a national level? 

Response: Unpaid meal charges can be a serious problem for some school 
food authorities (SFAs) . FNS supports its State and local partners by 
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providing guidance and technical assistance as these issues come up. Under 
Program requirements, SPAs have the authority to limit the number of meals 
they will provide to children who do not have their payment. SFAs may also 
provide an alternate, less costly meal, such as a sandwich and milk, which 
may still be eligible for Federal reimbursement. 

When SFAs seek guidance on how to address significant unpaid meal 
charges, FNS encourages them to first ensure that families struggling to pay 
for meals are reminded about the availability of free meals and given the 
opportunity to apply for those benefits. Another strategy to avoid excessive 
unpaid meal charges is improving the results of the direct certification 
process that identifies children in families receiving benefits from the 
Supplemental Nutrition Assistance Program (SNAP) . Direct certification 
eliminates the need for SNAP families to submit an application for free 
school meals as the children are automatically eligible for free meals. We 
also encourage schools in very low income areas to use the options that 
school food authorities (SFAs) have to offer all meals free. For example, the 
recently enacted Community Eligibility Option provides free meals to all 
children in a school district and uses direct certification data to establish 
meal claiming percentages. By increasing the number of children certified 
for free school meals school districts can significantly lower the level of 
delinquent debt. 

Additionally, the Healthy, Hunger-Free Kids Act of 2010 requires USDA 
to conduct a review of local policies on meal charges and provision of 
alternate meals. We have collected data on current practices and are 
analyzing that data now. We will use this information to prepare and issue a 
report with recommendations for policy change, if needed, in 2013. 

SPECIAL SUPPLEMENTAL NUTRITION PROGRAM FOR WOMEN, INFANTS & CHILDREN (WIC) 


Mr. Kingston: What is USDA's latest estimate of WIC participation for 
fiscal years 2012 and 2013? Please provide specific information on estimates 
of food inflation for both years. 

Response: The FY 2013 President's budget is based on estimated WIC 

participation of 9.014 million in FY 2012 and 9.095 million in FY 2013. 

These estimates were made based on the data current at the time the request 
was prepared. FNS continues to monitor program performance, including 
participation and program data. FNS will keep the committee informed as 
estimates of participation are revised. 

Food package inflation is expected to increase by 3.44 percent in FY 
2012 over the costs in FY 2011, based on estimates provided by the Economic 
Research Service. Food package inflation in FY 2013 is expected to be 1.93 
percent, based on anticipated changes in the Thrifty Food Plan (TFP) . 


Mr. Kingston: What have been the carryout resources for the last five 
years? Please list and list separately contingency funds. What is the 
percentage amount of this carryout? 


Response: The information is provided for the record. 
[The information follows:] 
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FY 2008 

FY 2009 

FY 2010 

FY 2011 

FY 2012 
(est . } 

Carryover 

$143.1 

$229.2 

$533.8 

$590.9 

$168.3 

Contingency 

$108.0 

$0.0 

$125.0 

$125.0 

$125.0 

Percentage 

2.74% 

3.81% 

7.78% 

8.15% 

2.49% 


The amounts shown represent the carryover resources from the prior year 
available in the year displayed, and dollars are in the millions. The 
percentages shown are calculated by dividing the carryover shown by the prior 
year budget authority, taking into account all rescissions. 


Mr. Kingston: What is your current estimate of the number and 
proportion of WIC vendors who overcharge/undercharge and how much does it 
cost the program? 

Response: The most recent WIC Vendor Management Study found that in a 
2005 national sample of covert compliance buys, 3.5 percent of the authorized 
WIC vendors overcharged and 4.6 percent undercharged. The percent of vendors 
overcharging is down from 9.9 percent in 1991 and 7.0 percent in 1998. 

The cost of improper payments to WIC vendors is reported annually in 
the USDA Performance Accountability Report (PAR) . In the PAR for 2011, we 
estimate that WIC improper payments to vendors totaled $50 million. 


Mr. Kingston: Please provide the Committee with tables showing the 
status of state agency contracts for rebates on infant formula and other 
contracts for food. Also provide an estimate of how many participants are 
supported with these specific rebates. 

Response: The information is submitted for the record. 


[The information follows:] 


Fiscal Year 

Rebate Savings 

Number of Participants Supported 
with Rebates 

2001 

$1,474,666,183 

1,926,158 

2002 

$1,477,282,664 

1,910,708 

2003 

$1,519,207,719 

1,897,708 

2004 

$1,641,607,266 

2,002,937 

2005 

$1,709,770,467 

2,063,316 

2006 

$1,774,954,018 

2,118,999 

2007 

$1,906,036,049 

2,170,893 

2008 

$2,006,846,780 

2,143, 523 

2009 

$1,937,479,495 

2,112,441 

2010 

$1,692,506,104 

1,901,166 

2011* 

$1,314,108,882 

1,419,407 

2012** 

$1,735,000,000 

1,820,000 


*Reflects one time Healthy, Hunger-Free Kids Act of 2010 change to rebate accounting 
practices. Effective October 1, 2011, rebate payments are reported in month received 
rather than in the month payments were earned. 

** Preliminary 


Rebates Contracts 

for Food(s) Other 

than Infant 

Formula 

State Agency [ Food Type 

| Rebate 

| Company 

j Expiration 
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Date 

CT/ME/MA/NH/RI 

Infant 

Fruit/Veg. 

Infant Meat 

Infant Cereal 

$0 . 037/oz . 

$0 .059/oz. 

$0 . 069/oz . 

Beechnu t 

9/30/2012 

DE/DC/MD/NJ 

PA , VA/WV/PR 

Infant Cereal 

$0 .172/oz. 

Gerber 

4/30/2012 

IN/OH/WI 

Infant 

Fruit/Veg./ Meat 

$0 . 055/oz . 

Beechnut 

2/28/2013 

OH/WI 

Infant Cereal 

$0 . 125/oz . 

Gerber 

3/31/2013 

New York 

Infant Cereal 

$1 . 24/8oz . 

Gerber 

1/31/2013 

Texas 

Infant Cereal 

$0 . 681/8oz . 

Gerber 

9/30/2012 


Mr. Kingston: Using the latest data available, how many ineligible 
participants are enrolled in the WIC program, and what is the cost to the 
program to serve these ineligible participants? 

Response: As reported in the USDA Performance Accountability Report for 
2011, we estimate the total cost of improper payments due to WIC 
certification error to be $142 million. The forthcoming National Survey of 
WIC Participants-II, scheduled for publication later this year, will report 
the number of ineligible individuals enrolled in the program. 


Mr. Kingston: What was the cost for infant formula at the time the 
infant formula rebate program began? What is the cost now? 

Response: It is estimated that in fiscal year 1988 infant formula 

costs to the WIC Program were $597 million before rebate savings. Post- 
rebate infant formula costs were approximately $563 million, for a total 
savings of about $34 million. The pre-rebate cost of infant formula in 
fiscal year 2005 (the latest estimate) was approximately $2.3 billion with a 
post-rebate cost of $628 million, saving the program approximately $1.7 
billion. Another way to look at the cost is to compare an infant's pre- 
rebate monthly food package cost to its post-rebate cost. For fiscal year 
2005, the average monthly food package cost for an infant was $97.86; 
however, after rebates are applied, this cost drops to $25.52 per month. 


Mr. Kingston: Please provide a table showing what is required to be 
spent nationally on nutrition education to include fiscal years 2009 through 
2011 and estimated for fiscal years 2012 and 2013. What is the difference 
between the required expenditure vs. the actual? Is the requirement in law? 
Please cite the authority. 

Response: Section 17 (h) (3 ) (A) (i) of the Child Nutrition Act (CNA) of 
1966 (42 U.S.C. 1786) and implementing regulations at 7 CFR 246.14(c) require 
each WIC State agency to spend at least one-sixth of its expenditures for 
nutrition services and administration (NSA) costs on nutrition education. 

The required minimum expenditure for nutrition education activities is 
therefore calculated by dividing total NSA expenditures by six. The actual 
nutrition education expenditure is the amount reported by State agencies for 
nutrition education activities. The actual expenditures for fiscal years 2012 
and 2013 are not available. 
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In addition to educating WIC participants and their caretakers on 
standard topics such as nutrition during pregnancy and the proper 
introduction of solid foods in infancy, the nutrition education costs include 
nutrition counseling for high risk participants, equipment and materials for 
nutrition education, interpreter or translator services to facilitate 
nutrition education, and continuing education for WIC nutrition 
professionals . 


[The information follows:] 


ESTIMATED MINIMUM NUTRITION EDUCATION EXPENDITURE REQUIREMENT j 

Fiscal Year 

Required Expenditures 

Actual Expenditures 

Difference 

2009 

$297,988,448 

$401,023,893 

$103,035,445 

2010 

$318,431,731 

$420,222,765 

$101,791,034 

2011 

$327,235,978 

$445,919,902 

$118,683,924 

2012 (Est.) 

$332,068,000 

n/a 

n/a 

2013 (Est.) 

$331,660,667 

n/a 

n/a 


Mr. Kingston: For the record, please define spend forward funds and 
unspent recoverable funds . 

Response: By statute and regulation, all WIC State agencies are 
authorized to retain at the State level and expend in the following fiscal 
year (i.e., spend forward) unspent nutrition services and administration 
funds in an amount equal to three percent of their total grant. With 
approval, WIC State agencies may spend forward an additional 0.5 percent for 
Management Information Systems (MIS) development costs. 

Unspent recoverable funds are funds that are returned to the Department 
after the close of the fiscal year. At grant close out, the actual State 
expenditures for food and NSA is compared to the grant level, and the 
difference (less the spendforward funds retained by the State agency) is 
recovered by FNS to support the program in the second fiscal year of 
availability. These recovered funds are reallocated to WIC State agencies 
through a funding formula prescribed in program regulations. 


Mr. Kingston: For the record, provide the Committee with a table 
showing a breakout of WIC spendforward, by state, to include fiscal years 
2008 through 2011. 

Response: The information is provided for the record. 


[The information follows:] 
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WIC NS A SPENDFORWARD 


STATE AGENCY 


FY 2008 
NSA 

SPENDFORWARD 


FY 2009 
NSA 

SPENDFORWARD 


FY 2010 
NSA 

SPENDFORWARD 


FY 2011 
NSA 

SPENDFORWARD 


NERO 


CONNECTICUT 

$570,741 

917,880 

1,411,612 

842,965 

MAINE 

650,416 

$580,977 

$667,319 

679,026 

MASSACHUSETTS 

3,005,133 

3,295,338 

3,222,075 

3,192,722 

N HAMPSHIRE 

320,107 

255,448 

191,656 

211,451 

NEW YORK 

0 

0 

13,150,186 

13,936,025 

RHODE ISLAND 

686,726 

721,950 

720,150 

733,000 

VERMONT 

4,380 

10,604 

69,405 

79,793 

INDIAN TWNSHP 

0 

0 

0 

0 

P. POINT 

0 

0 

0 

3,248 

SENECA NATION 

0 

0 

0 

2,499 

SUBTOTAL 

5,237,503 

5,782,197 

19,432,403 

19,680,729 

MARO 

DELAWARE 

467,583 

465,205 

496,103 

531,409 

DIST OF COL 

0 

611,007 

531,752 

222,647 

MARYLAND 

2,698,538 

2,936,531 

2,153,769 

3,076,202 

NEW JERSEY 

4,211,298 

4,554,114 

4,995,615 

4,313,087 

PENNSYLVANIA 

4,626,545 

7,224,624 

7,038,738 

7,611,650 

PUERTO RICO 

380,751 

2,635,953 

5,830,595 

5,740,208 

VIRGINIA 

3,510,172 

4,005,013 

3,736,618 

3,659,197 

VIRGIN ISLANDS 

42,000 

245,602 

61,000 

20,193 

W VIRGINIA 

880,587 

1,428,100 

1,431,016 

1,389,929 

SUBTOTAL 

16,817,474 

24,106,149 

26,275,206 

26,564,522 

SERO 

ALABAMA 

1,518,716 

3,043,197 

1,818,906 

1,375,516 

FLORIDA 

11,047,290 

11,356,089 

11,557,839 

0 

GEORGIA 

4,618,986 

1,517,741 

8,431,825 

6,103,259 

KENTUCKY 

2,091,840 

3,851,601 

3,469,804 

3,507,419 

MISSISSIPPI 

2,731,181 

3,445,995 

2,969,582 

3,200,552 

N CAROLINA 

5,426,602 

6,523,493 

7,164,708 

7,171,017 

S CAROLINA 

10,617 

458,424 

2,710,389 

1,336,432 

TENNESSEE 

0 

0 

1,025,709 

3,784,503 

CHOCTAW MS 

22,374 

25,245 

26,678 

25,867 

E CHEROKEE 

19,255 

20,185 

20,723 

21,084 

SUBTOTAL 

27,486,861 

30,241,970 

39,196,163 

26,525,649 

MWRO 

ILLINOIS 

6,426,56? 

7,013,080 

6,096,639 

7,275,410 

INDIANA 

3,171,786 

3,706,436 

3,774,509 

3,658,503 
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WIC NSA SPENDFORWARD 



FY 2008 

FY 2009 

FY 2010 


NSA 

NSA 

NSA 

STATE AGENCY 

SPENDFORWARD 

SPENDFORWARD 

SPENDFORWARD 

MICHIGAN 

6,016,790 

6,246,907 

7, 621,859 

MINNESOTA 

3,275,423 

3,268, 882 

3,193,325 

OHIO 

5,943,039 

6,292,407 

6,020,316 

WISCONSIN 

2,334,547 

2,948,320 

3,444,169 

SUBTOTAL 

27,168,152 

29,476,032 

30,150,817 

SWRO 

ARKANSAS 

0 

9,225 

840,126 

LOUISIANA 

160,743 

1,847,420 

4,045,800 

NEW MEXICO 

481,074 

979,406 

1,377,953 

OKLAHOMA 

0 

100,000 

0 

TEXAS 

21,853,931 

16,122,047 

19,023,719 

ACL 

18,104 

20,049 

3,925 

8N PUEBLO 

13,653 

660 

11,417 

ISLETA 

24,545 

14,831 

4,090 

SANTO DOMINGO 

10,104 

11,345 

11,643 

5 SANDOVAL 

6,533 

13,745 

10,918 

SAN FELIPE 

5,565 

495 

0 

WCD 

98,846 

127,149 

84,776 

CHOCTAW OK 

94,336 

134,341 

131,754 

CHEROKEE OK 

263,267 

230,243 

98,527 

CHICKASAW 

137,996 

158,005 

151,808 

OTOE-MISSOURIA 

27,707 

33,414 

25,571 

POTAWATOMI 

25,497 

25,497 

25,497 

ZXJNI 

31,275 

30,603 

22,680 

ITC 

30,454 

25,991 

31,239 

MUSCOGEE CREEK 

108,128 

119,106 

102,538 

OSAGE NATION 

0 

89,660 

74,554 

SUBTOTAL 

23,391,758 

20,093,232 

26,078,535 

MPRO 

COLORADO 

2,277,127 

1,791,840 

1,392,659 

IOWA 

1,712,450 

1,721,972 

1,839,784 

KANSAS 

1,162,817 

920,835 

1,438,756 

MISSOURI 

3,332,957 

3,503,010 

3,501,980 

MONTANA 

260,863 

324,158 

581,195 

NEBRASKA . 

1,043,837 

1,148.576 

1, 160,028 

N DAKOTA 

356,864 

339,043 

330,565 

S DAKOTA 

488,546 

537,856 

573,695 

UTAH 

0 

226,419 

1,105,069 

WYOMING 

290,445 

256,905 

314,000 


FY 2011 
NSA 

SPENDFORWARD 

6,799,783 

3,173,053 

4,942,110 

3,517,047 

29,365,906 


90,642 

4,418,156 

1,366,007 

0 

21,525,323 

18,766 

11,848 

0 

10,863 

16,099 

0 

4,580 

64,043 

203,522 

132,957 

20,144 

25,497 

0 

28,844 

76,429 

0 

28,013,720 


687,241 

1,690,578 

1,868,500 

2,706,317 

394,375 

999,128 

310,414 

43,216 

1,758,996 

282,045 
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WIC NS A SPENDFORWARD 



FY 2008 

FY 2009 

FY 2010 

FY 2011 


NSA 

NSA 

NSA 

NSA 

STATE AGENCY 

SPENDFORWARD 

SPENDFORWARD 

SPENDFORWARD 

SPENDFORWARD 

SHOSHONE 

0 

891 

0 

0 

UTE MTN 

6,906 

9,172 

9,308 

8, 351 

WINNEBAGO 

4,850 

11,984 

11,197 

7,040 

CHEYENNE RIVER 

27,112 

33,923 

32,866 

3,360 

ROSEBUD 

0 

23,523 

33,453 

11,370 

STAND ROCK 

49,418 

50,515 

48,426 

50,630 

3 AFFILIATED 

0 

22,953 

23,441 

21,420 

OMAHA 

13,610 

18,299 

7,927 

19,657 

ARAPAHO 

0 

0 

0 

0 

SANTEE 

6,400 

8,242 

7,866 

7,158 

SUBTOTAL 

11,034,202 

10,950,116 

12,412,215 

10,869,796 


WRO 


ALASKA 

844,649 

891,555 

366,327 

792,889 

ARIZONA 

4,316,415 

4,603,108 

4,403,237 

4,451,211 

CALIFORNIA 

33,684,404 

34,343,244 

37,073,449 

34,904,722 

GUAM 

290,845 

303,260 

297,490 

318,791 

HAWAII 

1,196,277 

1,117,839 

1,061,935 

1,115,611 

IDAHO 

973,723 

976,372 

1,107,848 

1,091,970 

NEVADA 

1,710,164 

2,284,533 

1,698,509 

1,651,992 

OREGON 

2,520,577 

2,414,896 

2,395,485 

2,764,788 

WASHINGTON 

3,088,404 

4,746,538 

5,185,248 

5,137,495 

ITCN 

38,575 

41,021 

1,951 

5,162 

NAVAJO NATION 

142,519 

378,913 

154,766 

108,989 

ITCA 

319,573 

132,309 

284,339 

320,994 

AMERICAN SAMOA 

48,610 

245,963 

257,491 

254,226 

N MARIANA 

150,634 

144,933 

177,282 

175,371 

SUBTOTAL 

49,325,369 

52,624,484 

54,465,357 

53,094,211 

NATIONAL 

$160,461,319 

$173,274,180 

$208,010, 696 

$194,114,533 


Mr. Kingston: Provide a table for the record, using the latest data 
available, showing actual obligations in the WIC program for the month of 
September for fiscal years 2008 through 2011. Please include a column that 
indicates the percentage of the total amount obligated in that particular 
fiscal year. Also, provide an explanation of why September obligations 
represent a higher or lower percentage than the average monthly obligation 
rate . 
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Response: The information is provided for the record. 
[The information follows:] 


Fiscal Year 

Actual Obligations for 
the Month of September 
( in thousands ) * 

Percent of Total 
Amount Obligated 

2008 

$553,169 

8.9% 

2009 

$602,106 

9.3% 

2010* 

$1,074,998 

16.0% 

2011 

$1,177,661 

16.4% 


*FY 2010 increases due in part to ARRA MIS, Breastfeeding Promotion, and 
State MIS. 

Program costs during the final month of the fiscal year tend to be 
higher than the typical month for several reasons. First, the September 
total includes Fanners Market Nutrition Program (FMNP) and Infrastructure 
funds; other months include only food costs and nutrition services and 
administration costs (NSA) . Second, NSA costs are highest during the final 
month of the year because it contains all NSA payments made beginning 
September through closeout of the fiscal year plus any balance of 
unliquidated obligations remaining at closeout. Many agencies postpone 
certain purchases (such as office equipment) until the end of the year to 
ensure that adequate funds are available for operating expenses. Another 
reason is that the average food cost per person tends to rise during the year 
and program participation often increases during the year. Finally, 
preliminary September data are subject to revision, and these revisions 
usually decrease. 


Mr. Kingston: Provide a table showing, by state, the final unspent 
recoverable funds for fiscal years 2008 through 2011. 

Response: The information is provided for the record. 

[The information follows:] 



WIC UNSPENT 

RECOVERABLE 

FUNDS 


STATE AGENCY 

FY 2008 

FY 2009 

FY 2010 

FY 2011 

NERO 





CONNECTICUT 

$442,156 

$2,969,734 

$4,716,251 

$5,379,692 

MAINE 

1,134,393 

1,374,944 

1,231,513 

629,159 

MASSACHUSETTS 

2,771,683 

6,393,075 

5,608,492 

2,822,034 

N HAMPSHIRE 

379,697 

994,515 

1,469,036 

546,706 

NEW YORK 

11,591,745 

11, 002,117 

8,486,182 

605,345 

RHODE ISLAND 

962,621 

1,759,873 

901,318 

401,655 

VERMONT 

263,385 

761,567 

941,207 

326,901 

INDIAN TWNSHP 

8,756 

2,273 

16,620 

8,304 

P. POINT 

0 

11,563 

24,510 

15,278 

SENECA NATION 

44,148 

59,515 

35,516 

10,547 

SUBTOTAL 

17,598,584 

25,329,176 

23,430,645 

10,745,621 
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WIC UNSPENT RECOVERABLE FUNDS 


STATE AGENCY 

FY 2008 

FY 2009 

FY 2010 

FY 2011 

MARO 

DELAWARE 

1,089,079 

2,358,723 

1,060,898 

1,005,456 

DIST OF COL 

0 

1,208,229 

794,402 

332,948 

MARYLAND 

797,035 

2,528,383 

5,456,048 

0 

NEW JERSEY 

4,337,487 

7,064,442 

10,879,751 

4,495,702 

PENNSYLVANIA 

2,341,403 

19,334,359 

4,776,800 

0 

PUERTO RICO 

2,987,363 

5,926,763 

25,133,777 

10,985,010 

VIRGINIA 

11,045,851 

23,480,622 

14,656,879 

1, 807,860 

VIRGIN ISLANDS 

0 

309,125 

921,377 

416,228 

W VIRGINIA 

0 

2,773,918 

4,457,667 

374,015 

SUBTOTAL 

22,598,218 

64,984,564 

68,137,599 

19,417,219 

SERO 

ALABAMA 

6,495,410 

15,910,637 

3,317,367 

1,224,883 

FLORIDA 

9,428,875 

11,590,786 

36,996,334 

6,799,350 

GEORGIA 

0 

17,681,522 

13,628,955 

0 

KENTUCKY 

5,208,056 

15,997,685 

18,563,710 

19,418,288 

MISSISSIPPI 

7,064,354 

2,314,919 

15,147,888 

8,554,392 

N CAROLINA 

1,466,360 

25,317,789 

19,484,107 

5,210,706 

S CAROLINA 

0 

8,383,278 

4,104,840 

0 

TENNESSEE. 

7,535,627 

22,836,458 

5,257,013 

1,071,398 

CHOCTAW MS 

30,518 

89,535 

172,648 

101,311 

E CHEROKEE 

2,587 

57,802 

94,521 

101,466 

SUBTOTAL 

37,231,787 

120,180,411 

116,767,383 

42,481,794 

MWRO 

ILLINOIS 

8,598,454 

9,942,214 

23,951,915 

9,987,917 

INDIANA 

7,555,045 

18,679,616 

22,299,134 

8,132,946 

MICHIGAN 

5,728,306 

21,718,883 

15,418,213 

602,279 

MINNESOTA 

3,251,535 

9,882,878 

7,014,474 

467,220 

OHIO 

9,012,016 

23,549,340 

22,338,055 

972,282 

WISCONSIN 

0 

4,300,550 

5,713,869 

3,662,894 

SUBTOTAL 

34,145,356 

88,073,481 

96,735,660 

23,825,538 

SWRO 

ARKANSAS 

2,031,933 

5,808,147 

4,361,532 

1,649,425 

LOUISIANA 

454 

2,462,381 

8,522,555 

2,676,021 

NEW MEXICO 

419,572 

4,112,425 

7,377,000 

5,719,313 

OKLAHOMA 

1,719,686 

5,444,398 

3,784,263 

353,132 

TEXAS 

16,936,627 

60,617,544 

51,261,690 

25,108,844 

ACL 

1, 095 

52,665 

37,731 

71,280 

8N PUEBLO 

64,993 

114,399 

46,610 

25,947 

ISLETA 

29,217 

95,021 

54,508 

333 

SANTO DOMtNGO 

19,289 

3,452 

31,703 

71,148 

5 SANDOVAL 

39,490 

45,383 

47,397 

45,836 

SAN FELIPE 

49,021 

20,210 

30,962 

79,493 

WCD 

0 

66,572 

8,238 

0 

CHOCTAW OK 

79,824 

115,982 

243,499 

0 

CHEROKEE OK 

516,658 

373,544 

1,175,389 

276,956 
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WIC UNSPENT RECOVERABLE FUNDS 


STATE AGENCY 

FY 2008 

FY 2009 

FY 2010 

FY 2011 

CHICKASAW 

293,300 

369,572 

157,249 

105,164 

OTOE -MIS SOUR I A 

45,158 

122,680 

73,991 

32,348 

POTAWATOMI 

361,098 

677,983 

292,563 

73,056 

ZUNI 

88,106 

149,740 

77,945 

43,658 

ITC 

58,112 

63,299 

213,382 

91,056 

MUSCOGEE CREEK 

260,179 

395,465 

332,019 

196,833 

OSAGE NATION 

0 

508,175 

383,903 

0 

SUBTOTAL 

23,013,812 

81,619,037 

78,514,129 

36,619,843 


MPRO 


COLORADO 

1,468,797 

5,161,741 

3,758,555 

1,564,955 

IOWA 

1,340,441 

4, 164,433 

4,022,979 

0 

KANSAS 

1,159,121 

3,926,891 

1,994,938 

354,828 

MISSOURI 

8,771,503 

18,484, 855 

9,672,827 

3,501 

MONTANA 

734,282 

1,719,634 

1,200,195 

0 

NEBRASKA 

322,790 

2,944,344 

2,707,627 

701,387 

N DAKOTA 

181,411 

1,455,604 

854,227 

639,591 

S DAKOTA 

495,753 

1,898,444 

505,290 

0 

UTAH 

2,967,919 

5,559,259 

0 

1, 871,993 

WYOMING 

716,932 

839,967 

836,619 

119,801 

SHOSHONE 

10,261 

50,478 

9,335 

0 

UTE MTN 

25,807 

33,061 

9,088 

0 

WINNEBAGO 

16,153 

61,986 

33,533 

18,133 

CHEYENNE RIVER 

20,129 

125,329 

208,512 

75,086 

ROSEBUD 

0 

148,586 

92,755 

4,017 

STAND ROCK 

171,970 

241,886 

184,681 

105,580 

3 AFFILIATED 

32,758 

60,421 

126,142 

63,876 

OMAHA 

3,988 

29,730 

53,085 

28,241 

ARAPAHO 

26,466 

98,093 

130,479 

19,416 

SANTEE 

614 

14,082 

37,164 

15,942 

SUBTOTAL 

18,467,095 

47,018,824 

26,438,031 

5,586,347 


WRO 


ALASKA 

810,500 

932,881 

2,130,449 

2,050,878 

ARIZONA 

4,473,784 

8,778,600 

14,583,558 

3,408,934 

CALIFORNIA 

42,322,322 

58,891,229 

52,213,411 

0 

GUAM 

150,295 

998,920 

1,083,692 

424,872 

HAWAII 

318,998 

2,602,848 

2,444,553 

979,439 

IDAHO 

763,993 

2,963,739 

2,168,282 

1,260,040 

NEVADA 

1,210,055 

4,723,952 

5,075,888 

1,466,115 

OREGON 

588,922 

7,283,374 

7,383,359 

140,332 

WASHINGTON 

2,603,046 

5,886,510 

34,006,168 

6,551,762 

ITCN 

67,880 

137,226 

60,440 

4,945 

NAVAJO NATION 

281,656 

1,770,210 

1, 463, 406 

499,314 

ITCA 

403,984 

1 , 051,669 

675,466 

90,764 

AMERICAN SAMOA 

62,011 

430,246 

1,201,783 

794,042 

N MARIANA 

1,193,260 

520,274 

1,322,823 

842,524 

SUBTOTAL 

55,250,706 

96,971,678 

125,813,278 

18,513,961 

NATIONAL 

$208,305,558 

$524,177,171 

$535, 836,725 

$157,190,323 
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Mr. Kingston: Please provide the Committee with a table showing WIC 
infant participation that shows, by state, the total number of births and the 
number enrolled in the program for fiscal years 2008 through 2011 and 
estimated for fiscal years 2012 and 2013. 

Response: Final data from CDC's National Center for Health Statistics 
{NCHS) indicate that there were 4.3 million live births in the United States 
and its territories in calendar year 2008. Final data for 2009 indicate a 
decrease in live births to 4.2 million. Preliminary data for 2010 indicate a 
further decrease in live births to 4.0 million. About 52 percent of infants 
participated in the WIC program in 2008 and 53 percent participated in 2009. 
Estimates based on the preliminary birth data, which is subject to change, 
suggest that the percent of infants participating in WIC remained flat, at 53 
percent, in 2010. 

NCHS live birth data for 2011 are not yet available. Additionally, NCHS 
does not project national or State level estimates of live births for future 
years . 

Tables with final data for calendar year 2008, final data for calendar 
year 2009, and preliminary data for calendar year 2010 are provided for the 
record. The number of live births in the United States is from the National 
Vital Statistics Reports published by the NCHS (vol. 59, no. 1 for calendar 
year 2008, vol. 60, no. 1 for calendar year 2009, and vol. 60, no. 2 for 
calendar year 2010) . Average monthly WIC participation figures are submitted 
to FNS by WIC State Agencies. The estimated percentage of infants who were 
served by WIC is calculated by dividing average monthly WIC infant 
participation by the number of live births. 

A table with average monthly WIC infant participation by State for 
fiscal year 2011 is also provided for the record. 

[The information follows:] 
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Awrage Monthly Average Monthly 
Uve Births, W1C Infant Percent Served by 

Calendar Year Participation 2 , WIG, Calendar Year 

2008, Final Data Calendar Year 2008 2008 

Alabama 

64,546 

38,079 

59% 

Alaska 

11,442 

6,073 

53% 

American Samoa 

1,332 

1,153 

87% 

Arizona 

99,442 

53,708 

54% 

Arkansas 

40,669 

25,785 

63% 

California 

551,779 

322,198 

58% 

Colorado 

70,031 

26,369 

38% 

Connecticut 

40,399 

15,498 

38% 

Delaware 

12,090 

6,158 

51% 

District of Columbia 

9,130 

5,119 

56% 

Florida 

231,445 

123,892 

54% 

Georgia 

146,603 

80,931 

55% 

Guam 

3,457 

1,853 

54% 

Hawaii 

19,484 

8,524 

44% 

Idaho 

25,149 

10,325 

41% 

Illinois 

176,795 

86,210 

49% 

Indiana 

88,742 

43,783 

49% 

Iowa 

40,224 

17,185 

43% 

Kansas 

41,833 

19,020 

45% 

Kentucky 

58,375 

34,280 

59% 

Louisiana 

65,268 

42,200 

65% 

Maine 

13,609 

5,843 

43% 

Maryland 

77,289 

36,322 

47% 

Massachusetts 

77,022 

29,469 

38% 

Michigan 

121,127 

55,045 

45% 

Minnesota 

72,421 

32,828 

45% 

Mississippi 

44,947 

34,255 

76% 

Missouri 

80,963 

40,086 

50% 

Montana 

12,594 

5,150 

41% 

Nebraska 

26,989 

11,084 

41% 

Nevada 

39,506 

16,745 

42% 

New Hampshire 

13,683 

4,615 

34% 

New Jersey 

112,710 

41,844 

37% 

New Mexico 

30,173 

16,335 

54% 

New York 

250,383 

127,579 

51% 

North Carolina 

130,839 

68,617 

52% 

North Dakota 

8,938 

3,632 

41% 

Ohio 

148,821 

88,303 

59% 

Oklahoma 

54,781 

32,045 

58% 

Oregon 

49,096 

24,857 

51% 

Pennsylvania 

149,273 

62,957 

42% 

Puerto Rico 

45,620 

40,425 

89% 

Rhode Island 

12,048 

6,181 

51% 

South Carolina 

63,071 

37,533 

60% 

South Dakota 

12,071 

5,921 

49% 

Tennessee 

85,560 

48,130 

56% 

Texas 

405,554 

235,859 

58% 

Utah 

55,634 

15,226 

27% 

Vermont 

6,339 

3,320 

52% 

Virginia 

106,686 

40,361 

38% 

Virgin Islands 

1,784 

1,254 

70% 

Washington 

90,321 

41,235 

46% 

West Virginia 

21,501 

12,643 

59% 

Wisconsin 

72,261 

30,220 

42% 

Wyoming 

8,038 

3,300 

41% 

United States 3 

4,299,887 

2,227,362 

52% 


1 National Vital Statistics Reports, Table 10, Volume 59, Number 1, December 2010 

2 FNS program data, January, 201 1. Participant counts for Indian Tribal Organizations are included in State totals. 

3 This U.S. total excludes 1,265 births in the Commonwealth of the Northern Mariana Islands 
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Awrage Monthly Average Monthly 
Live Births, WIC Infant Percent Served by 

Calendar \ear Participation 2 , WIC, Calendar Year 
2009, Final Data 2 Calendar Year 2009 2009 


Alabama 

62,475 

37,946 

61% 

Alaska 

11,324 

6,298 

56% 

American Samoa 

1,340 

1,213 

91% 

Arizona 

92,798 

52,380 

56% 

Arkansas 

39,808 

26,205 

66% 

California 

527,020 

310,750 

59% 

Colorado 

68,628 

27,267 

40% 

Connecticut 

38,896 

15,462 

40% 

Delaware 

11,559 

6,336 

55% 

District of Columbia 

9,040 

5,026 

56% 

Florida 

221,394 

124,390 

56% 

Georgia 

141,377 

78,294 

55% 

Guam 

3,417 

1,722 

50% 

Hawaii 

18,887 

8,835 

47% 

Idaho 

23,737 

10,531 

44% 

Illinois 

171,163 

85,134 

50% 

Indiana 

86,673 

44,803 

52% 

Iowa 

39,701 

17,668 

45% 

Kansas 

41,396 

19,521 

47% 

Kentucky 

57,551 

34,593 

60% 

Louisiana 

64,973 

41,802 

64% 

Maine 

13,470 

5,873 

44% 

Maryland 

75,059 

36,629 

49% 

Massachusetts 

75,016 

28,856 

38% 

Michigan 

117,294 

61,676 

53% 

Minnesota 

70,646 

31,113 

44% 

Mississippi 

42,901 

31,911 

74% 

Missouri 

78,905 

40,506 

51% 

Montana 

12,257 

5,308 

43% 

Nebraska 

26,936 

10,919 

41% 

Nevada 

37,612 

17,055 

45% 

New Hampshire 

13,377 

4,498 

34% 

New Jersey 

110,331 

42,198 

38% 

New Mexico 

29,000 

16,526 

57% 

New York 

248,110 

124,473 

50% 

North Carolina 

126,845 

68,333 

54% 

North Dakota 

9,001 

3,479 

39% 

Ohio 

144,841 

76,284 

53% 

Oklahoma 

54,553 

32,518 

60% 

Oregon 

47,132 

24,888 

53% 

Pennsylvania 

146,434 

63,403 

43% 

Puerto Rico 

44,773 

39,398 

88% 

Rhode Island 

11,442 

5,881 

51% 

South Carolina 

60,620 

37,536 

62% 

South Dakota 

11,934 

5,543 

46% 

Tennessee 

82,211 

47,467 

58% 

Texas 

401,977 

246,479 

61% 

Utah 

53,887 

18,545 

34% 

Vermont 

6,110 

3,187 

52% 

Virginia 

105,059 

39,574 

38% 

Virgin Islands 

1,687 

1,314 

78% 

Washington 

89,313 

42,001 

47% 

West Virginia 

21,268 

12,405 

58% 

Wisconsin 

70,843 

30,455 

43% 

Wyoming 

7,881 

3,373 

43% 

United States 3 

4,181,882 

2,215,773 

53% 


! National Vita! Statistics Reports, Table 10, Volume 60, Number l, November 20 1 1 

z FNS program data, January, 2012. Participant counts for Indian Tribal Organizations are included in State totals. 
3 This U.S. total excludes 1,109 births in the Commonwealth of the Northern Mariana Islands 
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Live Births, Average Monthly ,\\e rage Monthly 

Calendar Year WIC Infant Percent Served by 

20 1 0, Preliminary Participation 1 , WIC, Calendar Year 

Data 1 Calendar Year 2010 2010 

A lab arm 

60,053 

37,099 

62% 

Alaska 

11,466 

6,273 

55% 

American Samoa 

1,234 

1,151 

93% 

Arizona 

88,905 

49,469 

56% 

Arkansas 

38,539 

25,506 

66% 

California 

509,968 

295,699 

58% 

Colorado 

66,344 

27,165 

41% 

Connecticut 

39,441 

14,450 

37% 

Delaware 

11,342 

5,837 

51% 

District of Columbia 

9,167 

4,859 

53% 

Florida 

214,552 

119,854 

56% 

Georgia 

133,915 

74,378 

56% 

Guam 

3,416 

1,907 

56% 

Hawaii 

18,985 

8,600 

45% 

Idaho 

23,194 

10,499 

45% 

Illinois 

165,194 

81,872 

50% 

Indiana 

83,939 

43,980 

52% 

Iowa 

38,715 

17,202 

44% 

Kansas 

40,640 

19,394 

48% 

Kentucky 

55,790 

34,226 

61% 

Louisiana 

62,383 

40,916 

66% 

Maine 

12,967 

5,859 

45% 

Maryland 

73,776 

35,726 

48% 

Massachusetts 

72,757 

27,482 

38% 

Michigan 

114,523 

64,177 

56% 

Minnesota 

68,605 

29,953 

44% 

Mississippi 

40,033 

27,607 

69% 

Missouri 

76,756 

39,083 

51% 

Montana 

12,060 

5,342 

44% 

Nebraska 

25,916 

10,538 

41% 

Nevada 

35,862 

17,913 

50% 

New Hanpshire 

12,867 

4,410 

34% 

New Jersey 

109,249 

38,406 

35% 

New Mexico 

27,769 

15,388 

55% 

New York 

241,711 

121,878 

50% 

North Carolina 

122,267 

67,029 

55% 

North Dakota 

9,100 

3,444 

38% 

Ohio 

139,137 

72,869 

52% 

Oklahoma 

53,234 

31,759 

60% 

Oregon 

45,535 

23,979 

53% 

Pennsylvania 

142,325 

63,765 

45% 

Puerto Rico 

42,159 

40,712 

97% 

Rhode Island 

11,149 

5,683 

51% 

South Carolina 

58,293 

36,494 

63% 

South Dakota 

11,809 

5,453 

46% 

Tennessee 

79,485 

44,852 

56% 

Texas 

386,096 

243,292 

63% 

Utah 

52,232 

18,229 

35% 

Vermont 

6,223 

2,941 

47% 

Virginia 

102,972 

39,147 

38% 

Virgin Islands 

— 

1,225 

n.a. 

Washington 

86,530 

39,921 

46% 

West Virginia 

20,471 

12,071 

59% 

Wisconsin 

68,483 

29,412 

43% 

Wyoming 

7,555 

3,306 

44% 

Uni ted States 3 

4,047,088 

2,149,678 

53% 


’ National Vital Statistics Reports, Table 6, Volume 60, Number 2, November 201 1 

2 FNS program data, March, 2012. Participant counts for Indian T riba! Organizations are included in State totals. 

3 Preliminary data is not available for the Virgin Islands and the Commonwealth of the Northern Mariana Islands 
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WIC Monthly Infant Participation 
FY 2011 

State /Territ ory ___ ___ Average Monthly In f ant Participation 


Alabama 

36,078 

Alaska 

6,209 

American Samoa 

1,092 

Arizona 

48,075 

Arkansas 

24,409 

California 

294,283 

Colorado 

25,512 

Connecticut 

13,982 

Delaware 

5,675 

District of Columbia 

4,758 

Florida 

1 17,502 

Georgia 

71,973 

Guam 

1,793 

Hawaii 

8,535 

Idaho 

9,987 

Illinois 

78,999 

Indiana 

42,253 

Iowa 

16,631 

Kansas 

18,783 

Kentucky 

40,226 

Louisiana 

39,721 

Maine 

5,661 

Maryland 

35,815 

Massachusetts 

27,407 

Michigan 

63,535 

Minnesota 

28,751 

Mississippi 

26,469 

Missouri 

37,868 

Montana 

4,628 

Nebraska 

10,070 

Nevada 

17,845 

New Hampshire 

4,355 

New Jersey 

37,768 

New Mexico 

15,043 

New York 

121,288 

North Carolina 

65,316 

North Dakota 

3,406 

Ohio 

69,930 

Oklahoma 

30,537 

Oregon 

23,632 

Pennsylvania 

62,252 

Puerto Rico 

40,186 

Rhode Island 

5,501 

South Carolina 

35,237 

South Dakota 

5,356 

Tennessee 

43,166 

Texas 

233,778 

Utah 

17,156 

Vermont 

2,867 

Virginia 

38,298 

Virgin Islands 

1,148 

Washington 

38,132 

West Virginia 

11,668 

Wisconsin 

28,126 

Wyoming 

3,197 

Outlying Areas 

812 

us 

2,102,680 
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Mr. Kingston: For* total FNS resources available for this program, how 
many WIC clinics would be served by breastfeeding peer counselors? What 
percent of women would be able to receive counseling? 

Response: Currently, all 56 geographic WIC State agencies and 30 out 
of 34 WIC Indian Tribal Organizations and Territories operate peer counseling 
programs in accordance with the FNS Loving Support Model . Data are not yet 
available on the impact of the fiscal year 2010 ($80 million appropriated) or 
fiscal year 2011 ($79.8 million appropriated, of which $10 million used for 
bonus payments) funding on the number of local clinics operating peer 
counseling programs or the number of participants served. In fiscal year 
2008, at the $15 million funding level, approximately one quarter of local 
agencies operated peer counseling programs. The $80 million provided in FY 
2010 represented the estimated cost to fund a peer counseling program at 
every WIC local agency. This figure was based on preliminary data from an 
evaluation of WIC peer counseling being conducted by FNS. 


Findings from the FNS study regarding State agency strategies for the 
distribution of breastfeeding peer counseling funds for FY 2008 (at $15 
million level) include: 

• More than half (59 percent) focused grant funds on a small number of 
local WIC agencies (LWAs) , rather than making smaller amounts of 
funding available to all LWAs, 

• Conversely, 27 percent distributed funds to as many sites as possible, 
rather than concentrating funding on relatively few sites. 

• Thirty-three percent focused grants on start-up peer counseling 
programs . 

• Fifty-five percent spent funds at the State level for program 
direction, training, reporting and related activities. 

FNS expects to receive information from WIC State agencies in April 
2012 on the number of WIC peer counselors. 


Mr. Kingston: Please provide for the record, the amount of Nutrition 
Services and Administration (NSA) funds obligated for the previous five 
years. Include the amounts spent on program management, client services, 
nutrition education, and breastfeeding promotion within the total. 

Response: The information is provided for the record. 

[The information follows:] 
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WIC Program 

NSA Funds Obligated by State Agencies 
Fiscal Years 2007-2011 


Fiscal 

Program 

Client 

Nutrition 

Breastfeeding 

Total NSA 

Year 

Management * 

Services* 

Education* 

Promotion* 

Expend! t u r e s * 

2007 

$ 

467,716, 002 

$595,860,117 

$324,441,956 

$98,077,478 

$1,486,095,553 

2008 

$ 

499.884,803 

$645,611,769 

$355,181,998 

$113,580,418 

$1,614,258,988 

2009 

$ 

557,973,409 

$709,575,365 

$399,355,475 

$129,068,499 

$1,795,972,748 

2010 

$ 

591,735,448 

$758,106,814 

$418,616,675 

$148,568,358 

$1,917, 027,295 

2011 

$ 

620,553,681 

$748,264,713 

$437,536,045 

$162,126,429 

$1,968,480,868 


* Data Source: National Data Bank - WIC Program SNFA013-04 Reports for FYs 2007 - 2011 
( Report Date : 03/28/12T7 f 


COMMODITY ASSISTANCE PROGRAM 


Mr. Kingston; Please provide a table that shows a breakout by state of 
CSFP and TEFAP funding to include fiscal years 2008 through 2011. 

Response: The information is submitted for the record. 

[The information follows] : 
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COMMODITY SUPPLEMENTAL FOOD PROGRAM 


STATE OR TERRITORY 

Fiscal Yaar 2008 

Food Cost 1/ Admin Cost 

Fiscal Yaar 2009 

Food Cost 1/ Admin Cost 

Fiscal Yaar 2010 

Food Cost 1/ Admin Cost 

Fiscal Yaar 2011 

Food Cost 1/ Admin Cost 

Alaska 

$521,556 

$134,803 

$433,343.28 

$11,463.00 

$422,451.06 

$17,832.00 

$ 532,796 

$ 154,142 

Arizona 

3,401,556 

937,262 

2,784,199 

922,860 

2,752,611 

902,463 

2,938,951 

884,347 

Arkansas 





369,601 

84,818 

737,044 

200,948 

California 

12,378,332 

3,373,339 

11,965,675 

3,571,960 

14,867,972 

4,666,707 

17,717,902 

4,866,851 

Colorado 

4,241,846 

1,104,198 

4,245,591 

1,145,406 

4,278,349 

1,078,757 

4,378,281 

1,233,990 

Delaware 





93,951 

127,294 

503,637 

170,700 

DC 

1,552,716 

434,945 

1,195,325 

444,960 

1,440,277 

451,265 

1,351,127 

453,857 

Georgia 





340,515 

132,670 

675,344 

189,067 

Illinois 

2,607,649 

869,405 

2,336,641 

907,540 

3,051,779 

1,061,287 

3,659,716 

1,027,146 

Indiana 

981,356 

269,732 

916,145 

283,772 

1,032,779 

290,094 

I, 064,821 

304,819 

Iowa 

708,951 

216,086 

664,562 

217,362 

683,493 

230,299 

684,122 

212,164 

Kansas 

1,051,285 

328,548 

1,022,246 

324,086 

1,064,615 

327,800 

1,156,829 

348,164 

Kentucky 

3,568,032 

980,911 

3,228,392 

235,245 

4,536,114 

1,403,558 

5,630,476 

611,335 

Louisiana 

13,055,844 

4,089,578 

12,985,542 

4,296,910 

15,037,341 

4,900,911 

16,075,816 

4,783,850 

Maine 





249,369 

131,547 

645,585 

200,948 

Michigan 

17,530,638 

4,861,625 

17,253,348 

5,143,695 

18,031,383 

5,496,441 

18,803,628 

5,498,008 

Red Lake, 









Minnesota 

16,871 

6,204 

15,660 

6,503 

17,078 

6,653 

15,678 

5,184 

Minnesota 

3,332,021 

881,829 

3,023,707 

933,752 

3,373,123 

1,006,147 

3,678,696 

1,075,017 

Mississippi 

1,590,314 

437,969 

1,481,761 

464,985 

1,777,966 

477,224 

2,086,338 

214,206 

Missouri 

2,100,109 

574,717 

2,007,971 

610,283 

2,630,542 

919,649 

3,443,296 

997,813 

Montana 

1,426,675 

425,091 

1,325,895 

451,414 

1,591,571 

624,741 

1,817,435 

589,445 

Nebraska 

2,617,648 

806,203 

2,533,575 

798,285 

2,624,929 

825,232 

2,587,839 

771,850 

Nevada 

1,375,144 

371,461 

1,261,810 

353,080 

248,337 

143,435 

1,686,503 

408,134 

New Hampshire 

1,434,512 

388,995 

1,473,259 

434,315 

1, 516 , 039 

357,975 

1,523,084 

498,967 

New Jersey 





1,621,536 

419,096 

648,219 

200,943 

New Mexico 

3,921,693 

1.032,128 

3,109,527 

937,364 

3,632,881 

1,352,624 

3,933,530 

1,219,515 

New York 

7,258,180 

1,947,032 

6,187,338 

2,061,672 

6,924,592 

2,160,124 

7,510,927 

2,287,568 

North Carolina 

248,518 

75,126 

236,123 

38,158 

265,095 

77,836 

270,450 

77,976 

North Dakota 

593, 08S 

175,413 

602,716 

185,741 

688,399 

18B.293 

587,764 

189,563 

Ohio 

3,571,421 

978,889 

3,337,258 

1,033,491 

3,989,518 

1,252,383 

4, 656, 5B7 

1,377,686 

Oklahoma 





289,874 

82,093 

650,947 

200,947 

Oregon 

300,007 

84,166 

269,763 

87,264 

329,629 

133,659 

369,147 

121,367 

Pennsylvania 

3,164,371 

912,209 

3,136,786 

967,031 

4,940,620 

1,911,188 

8,341,991 

2,328,996 

South Carolina 

846,431 

232,192 

768,370 

245,864 

1,070,537 

294,121 

1,282,114 

249,420 

South Dakota 

628,431 

109,080 

579,734 

130,653 

770,346 

237,477 

988,008 

227,970 

Ogala Sioux, S.D. 

144,324 

30,000 

124,683 

31,021 

141,092 

41,277 

144,064 

41,515 

Tennessee 

2,846,873 

901,025 

2,614,796 

352,722 

3,221,374 

897,185 

3,294,612 

908,644 

Texas 

3,820,681 

676,534 

3,381,540 

1,059,687 

4,683,065 

1,488,059 

7,570,618 

2,279,392 

Utah 





51,983 

141,426 

451,182 

180,521 

Vermont 

827,614 

233,132 

766,777 

241,252 

807,693 

265,433 

841,289 

238,602 

Washington 

820,181 

228,871 

761, S27 

243,044 

1,025,024 

321,798 

1,242,270 

331,238 

Wisconsin 

1,095,062 

302,510 

1,150,841 

336,130 

1,625,923 

608,974 

2,482,314 

732,576 

AMS/FSA/PCIMS 









Admin . Exp , 

660,756 

0 

- 

- 

1,434,000 

0 

2,094,280 

0 

Anticipated 









Adjustment 

4,695,365 

451,565 

34,861,597 

1,910,698 

23,506.009 

1,300,383 

14,483,885 

2,409,292 

TOTAL 2/ 

$110,944,048 

$29,862,773 

134,044,024 

31,419,668 

$143,053,375 

$38,838,228 

$155,139,142 

$41,304,688 


SOURCE: FPRS FNS-153 data - Food distributed to participants in fiscal year 2008-2011. 

1/ Total value of FNS funded entitlement foods. Costs do not include free commodities, bonus commodities, food losses, 
storage and transportation for certain items (Group A fruits and vegetables, all Group B commodities), or the value of food 
used for nutrition education. 

2/ Totals may not add due to rounding. 

NOTE: These data are based in part on preliminary reports submitted by State and local agencies and are 


subject to revision. 
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TEB EMERGENCY FOOD ASSISTANCE PROGRAM 


Stato/Terxitory 

Fiscal Year 2008 

Total Admin. Total 

Funds Food. 

Fiscal Year 2009* 

Total Admin . Total 

Funds Food 

Fiscal Year 2010* 

Total Admin. Total 

Funds Food 

Fiscal Year 2011 

Total Admin. Total 

Funds Food 

Alabama 

$766,370 

$5,921,018 

$1,197,378 

$12,069,098 

$1,660,414 

$11,125,595 

$852,988 

$8,497,983 

Alaska 

125,126 

1,147,426 

206,626 

2,266,786 

176,357 

1,906,137 

123,185 

799,278 

Arizona 

1,158,785 

6,772,496 

1, 980, 4BS 

13,605,394 

2,203,620 

13,819,075 

1,685,211 

11,392,865 

Arkansas 

658,252 

4,169,624 

858,850 

3,692,786 

1,001,348 

6,952,271 

622,834 

4,365,182 

California 

7,199,433 

42,195,981 

12,420,239 

B5, 441, 030 

13,272,617 

84,334,174 

9,736,355 

64,058,805 

Colorado 

838,291 

5,332,418 

1,101,279 

10,601,057 

1,450,603 

8,700,389 

940,439 

6,821,444 

Connecticut 

454,198 

2,961,283 

678,723 

6,528,997 

907,739 

5,660,007 

470,171 

4,074,307 

Delaware 

110,557 

732, S69 

163,019 

1,773,258 

226,642 

2,078,354 

114,622 

1,204,908 

DC 

158,846 

917,179 

225,566 

2,072,446 

178,138 

1,288,258 

1S1, 538 

765,627 

Florida 

2,769,933 

18,568,163 

4,658,107 

38,263,103 

6,256,456 

38,659,384 

4,324,853 

29,584,301 

Georgia 

1,685,417 

11,606,607 

2,920,392 

25,083,637 

3,389,219 

21,454,610 

1,930,553 

16,482,393 

Hawaii 

87,964 

1,326,977 

173,542 

2.319,914 

280,344 

1,923,981 

163,255 

1,269,349 

Idaho 

231,948 

1,455,674 

287,410 

3,071,963 

458,611 

3,320,723 

240,854 

2,299,267 

Illinois 

2,402,283 

12,706,913 

3,281,848 

30,542,443 

4,196,692 

23,889,139 

3,162,135 

17,302,483 

Indiana 

1,213,077 

6,818,043 

1,521,981 

13,811,212 

2,154,233 

13,179,174 

1,087,704 

10,663,896 

TnwA 

476,585 

3,039,848 

689,546 

5,469,614 

777,457 

4,716,873 

573,386 

3,307,334 

Kansas 

427,484 

3,297,922 

568,509 

5,509,608 

753,365 

4,699,325 

534,311 

3,476,017 

Kentucky 

999,597 

5,676,899 

1,655,284 

10,853,371 

1,723,4S9 

10,227,372 

1,228,144 

7,292,995 

Louisiana 

982,934 

6,008,622 

1,561,732 

11,211,267 

1,545,797 

10,067,812 

1,066,637 

6,076,821 

Maine 

256,250 

1,423,965 

386,511 

3,392,472 

414,084 

2,367,375 

250,229 

1,630,367 

Maryland 

703,921 

5,126,918 

1,241,758 

8,175,178 

1,267,010 

7,649,230 

950,879 

4,563,857 

Massachusetts 

1,130,619 

5.978,063 

1,571,026 

11,972,524 

1,793,421 

10,488,887 

1,254,904 

6,711,057 

Michigan 

2,245,077 

14,319,895 

3,840,684 

26,252,452 

4,092,520 

25,246,569 

2,951,023 

18,021,050 

Minnesota 

775,568 

S, 627,229 

1,442,270 

9,630,243 

1,470,046 

9,010,910 

1,002,924 

5,919,798 

Mississippi 

796,903 

4,768,153 

1,092,348 

8,069,586 

923,198 

7,640,977 

789,026 

6,627,496 

Missouri 

1,178,183 

7,354,724 

1,913,285 

22,677,740 

1,931,847 

12,042,391 

1,423,537 

7,457,663 

Montana 

154,257 

1,171,428 

245,022 

2,283,125 

307,341 

1,861,529 

190, 0S1 

1,267,341 

Nebraska 

227,077 

1,740,147 

432,477 

2,844,238 

418,727 

2, S45, 90S 

312,728 

1,969,786 

Nevada 

374,174 

2,423,929 

600,124 

4,654,728 

642,124 

5,433,463 

469,426 

3,864,447 

New Hampshire 

173,495 

969,625 

204,718 

2,003,270 

273,243 

2,006,298 

141,550 

1,543,510 

New Jersey 

1,319,050 

7,547 ,819 

2,173,762 

15,634,816 

2,285,772 

15,917,091 

1,705,805 

14,393,920 

New Mexico 

430,442 

2,711,401 

624,364 

5,167,752 

671,741 

4,148,427 

0 

3,242,342 

New York 

3,749,901 

21,041,071 

5,213,151 

43,982,849 

6,312,877 

3B, 281, 962 

4,161,587 

25,389,234 

North Carolina 

1,539,258 

12,422,567 

2,324,304 

22,345,026 

3,375,481 

22,851,873 

1,870,944 

16,166,728 

North Dakota 

101,098 

463,281 

164,069 

1,317,886 

159,902 

1,081,903 

102,915 

596,495 

Ohio 

2,028,322 

15,187,832 

2.988,686 

29,048,509 

4,081,132 

25,252,372 

2,034,978 

19,836,162 

Oklahoma 

639,604 

4,870,407 

870,449 

9,101,124 

1,172,968 

7,865,151 

559,376 

5.356,970 

Oregon 

768,212 

4,328,857 

936,751 

9,139,075 

1,443,079 

9,121,709 

958,560 

6,528,411 

Pennsylvania 

1, B76 , 992 

14,514,524 

3,638,354 

24,957,162 

3,773,048 

24,339,186 

2,694,285 

14,781,461 

Rhode Island 

194,236 

1,156,391 

270,925 

2,434,530 

371,469 

2,051,803 

260,839 

1,448,095 

South Carolina 

1,024,403 

6,333,357 

1,492,692 

11,781,722 

1,751,640 

11,005,589 

1,279,099 

7,480,379 

South Dakota 

137,723 

642,724 

191,991 

1,239,644 

210,743 

1,150,200 

154,812 

633,624 

Tennessee 

1,322,692 

7.4S2.853 

1,714,750 

14,169,795 

2,290,583 

12,650,547 

1,702,810 

9,180,421 

Texas 

5,164,555 

30,488,415 

6.977,743 

54,906,191 

8,272,405 

48,275,880 

6,219,895 

34,122,784 

Utah 

349,527 

2,368,790 

510,645 

4,345.104 

612,909 

3.811,888 

510.848 

3,094.571 

Vermont 

0S, 172 

702,525 

125,792 

1,708,253 

173,249 

1,340,902 

78,142 

674,290 

Virginia 

1,034,729 

6,671,498 

1,861,288 

14,900,140 

1,996,221 

12,480, 947 

1,401,769 

7,426.087 

Washington 

999,773 

7,495,204 

1,640,619 

13,747,772 

2,034,734 

12,719,901 

1,469,340 

9,479,850 

West Virginia 

398,231 

2,538,766 

586,888 

5,752,531 

616,750 

5,353,433 

310,671 

4,22.9,176 

Wisconsin 

1,035,707 

6,736,120 

1 , 61B, 245 

11,502,710 

1,596,445 

9,712,876 

1,209,204 

6,316,060 

Wyoming 

71,276 

389,481 

81,994 

1,198,446 

115,649 

942,310 

64,340 

794,104 

American Samoa 

0 

0 

0 

0 

0 

0 

0 

0 

Guam 

16,545 

165,827 

24,390 

439,134 

29,624 

284,259 

13,374 

256,565 

Island 

8,362 

31,576 

12,250 

40,618 

14,650 

35,099 

6,599 

31,564 

Puerto Rico 

2,048,845 

10,007,851 

3,401,123 

13,966,545 

2,948,984 

10,554,658 

2,196,961 

8,264,493 

Trust Territory 

0 

0 

0 

0 

0 

0 

0 

0 

Virgin Islands 

18,224 

160,619 

26,956 

187.981 

24,411 

179,217 

22,560. 

102,704 

Aside 

0 


0 

0 

0 

0 

0 

0 

States 

0 


0 

0 

0 

0 

0 

0 

pSup 

0 

993,629 

0 

1,432,493 

0 

2,233,507 

0 

2,701,030 

trans./misc 

0 

460,000 

0 

250,000 

0 

2,597,150 

0 

700,000 

Undis tributed 

0 

884,360 

0 

4,125,620 

19,161,886 

-61, 97S , 771 

521,433 

1,119,024 

TOTAL 1/ 

$57, 125,483 

$360,335,480 

$88,593,428 

$709,965,968 

$121,650,024 

$578,580,256 

$70,292,678 

$463,666,171 


Source: PCIMS — Delivery order and contract information. 
1/ Totals may not add due to rounding. 

‘Fiscal Years 2009 and 2010 include ARRA funding 
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Mr. Kingston: For both CSFP and TEFAP, provide a table showing the 
amount of commodities purchased with appropriated funds, the amount of 
commodities donated to the program and a total to include fiscal years 2008 
through 2011 and estimates for fiscal years 2012 and 2013. 

Response: The information is submitted for the record. 

[The information follows] : 


Commodity Supplemental Food Program 


Year 

Commodities 

Appropriated 

Commodities Donated 
to the Program 

Total Commodities 

2008 

$110,944,048 

$17,554,331 

$128,498,379 

2009 

134,044,024 

8,946,533 

142,990,557 

2010 

142,464,513 

17,943,595 

160,408,108 

2011 

155,139,142 

10,372,807 

165,511,949 

2012 (est.) 

149,650,000 

25,500,000 

175,150,000 

2013 (est.) 

143,762,000 

25,500,000 

169,262,000 


The Emergency Food Assistance Program 


Year 

Commodities 

Appropriated 

Commodities Donated 
to the Program 

Total Commodities 

2008 

$182,261,800 

$178,073,680 

$360,335,480 

2009 

236,217,796 

373,748,172 

609,965,968 

2010 

247,993,786 

346,639,261 

594,633,047 

2011 

228,402,815 

235,263,356 

463,666,171 

2012 (est.) 

260,250,000 

N/A* 

260,250,000 

2013 (est.) 

269,500,000 

N/A* 

269,500,000 


*FNS does not estimate bonus commodities for TEFAP as part of projections. 


Mr. Kingston: Provide a table for the record, by state, which includes 
grants for the Senior Farmers Market Nutrition Program for fiscal years 2008 
through 2011. 


Response: The information is provided for the record. 


[The information follows:] 
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PY 2008-2011 Senior Farmers’ Market Nutrition Program Grant Amounts 


Alabama 

$1,732,673 

$1,732,673 

$1,719,180 

$1,701,183 

Alaska 

92,065 

95,265 

94,523 

93,534 

Arizona 

161,111 

161,111 

159,857 

158,183 

Arkansas 

119,666 

123,826 

122,862 

121,576 

California 

809,837 

837,988 

831,462 

822,758 

Chickasaw Nation of Oklahoma 

177,985 

177,985 

176,599 

174,750 

Connecticut 

87,688 

90,736 

90,030 

89,087 

District of Columbia 

154,926 

160,312 

159,063 

157,398 

Five Sandoval Indian Pueblos, Inc. 

19,240 

19,240 

19,240 

19,240 

Florida 

104,903 

108,550 

107,705 

106,577 

Georgia 

250,000 

258,690 

256,675 

253,988 

Grand Traverse Band of Ottawa & 
Chippewa Indians 

9,592 

9,925 

9,925 

9,925 

Hawaii 

553.412 

553,412 

549,103 

543,354 

Illinois 

852,695 

882,336 

875,465 

866,300 

Indiana 

59.604 

61,676 

61,676 

61,676 

Iowa 

573,087 

593,009 

588,391 

582,231 

Kansas 

188,580 

* 

187,111 

185,153 

Kentucky 

316,371 

327,368 

324,818 

321,418 

Louisiana 

418,972 

418,972 

415,709 

411,357 

Maine 

997,454 

1,027,956 

1,019,951 

1,009,274 

Maryland 

224,622 

232,430 

230,620 

228,206 

Massachusetts 

555,915 

575,240 

570,760 

564,785 

Michigan 

241,701 

250,103 

248,155 

245,558 

Minnesota 

118,536 

122,657 

121,702 

120,428 

Mississippi 

102,388 

102,388 

101,591 

100,527 

Mississippi Choctaw 

28,451 

29,440 

29,440 

29,440 

Montana 

101,920 

101,920 

101,127 

100,068 

Nebraska 

246,775 

255,353 

253,365 

250,713 

Nevada 

164,125 

169,830 

168,508 

166,744 

New Hampshire 

101,431 

101,431 

100,641 

99,587 

New Jersey 

1,171,273 

1,211,989 

1,202,551 

1,189,963 

New Mexico 

337,004 

337,004 

334,379 

330,879 

New York 

1,906,553 

1,972,827 

1,957,463 

1,936,972 

North Carolina 

86,083 

89,075 

88,382 

87,457 

Ohio 

1,719,840 

1,779,625 

1,765,767 

1,747,283 

Oklahoma 

* 

75,000 

75,000 

75,000 

Oregon 

906,879 

938,404 

931,097 

921,350 

Osage Nation 

38,140 

38,140 

38,140 

38,140 

Pennsylvania 

1,907,481 

1,973,789 

1,958,418 

1,937,916 

Pueblo of San Felipe 

17,474 

17,474 

17,474 

17,474 

Puerto Rico 

1,000,000 

1,034,762 

1,026,704 

1,015,956 

Rhode Island 

276,740 

286,360 

284,130 

281,155 

Standing Rock 

22,200 

22,200 

22,200 

22,200 

South Carolina 

638,737 

660,941 

655,794 

648,929 
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FY 2008-2011 Senior Farmers' Market Nutrition Program Grant Amounts 



FY 2008 



Tennessee 

545,887 

564,863 

560,465 

554,597 

Texas 

* 

124,287 

123, 3*. 9 

‘.22,02 9 

Vermont 

91,479 

94,659 

93,922 

92,939 

Virginia 

474,337 

490,825 


481,905 

Washington 

241,576 

249,974 

248,028 

245,431 

West Virginia 

544,630 


540,388 

534,731 

Wisconsin 

343 , 944 




Hi 3 


* Did not participate in the program 


Mr. Kingston: Please explain how many people, not caseload, USDA will 
serve in the CSFP for Fiscal Years 2012 and 2013. 

Response: For fiscal years 2012 and 2013, FNS anticipates that CSFP 
caseload and average monthly participation will be 599,380. As of December 
2011, average monthly participation was 602,558. However, CSFP caseload is 
assigned on a calendar year basis, and during the first three months of 
FY 2012 - the final three months of calendar year 2011 - the total approved 
caseload was 604,931, so average monthly participation was lower than 
assigned caseload. For calendar year 2012 the approved caseload is 599,380, 
and States will need to manage participation for the remainder of FY 2013 to 
ensure average participation per month does not exceed assigned caseload. 


Mr. Kingston: Please provide a table showing FDPIR participation 
levels from fiscal years 2008 through 2011. 

Response: The information is submitted for the record. 

[The information follows:] 


FOOD DISTRIBUTION PROGRAM ON INDIAN RESERVATIONS 
PARTICIPATION LEVELS 


Fiscal Year 

Average Monthly Participation 

2008 

90,153 

2009 

95,369 

2010 

84,577 

2011 

77,827 
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Mr. Kingston: How has ERS provided practical, operational research to 
improve program operations? Please provide specific examples. What studies 
and evaluations would be performed by FNS if they are authorized? How would 
studies performed by ERS and FNS be defined to ensure no duplication? 

Response: FNS and ERS have a study agenda that meets the needs of FNS 
as the action agency and ERS as a provider of economic information and 
research. In fiscal year 2011, for example, ERS continued its' reporting on 
the extent of food insecurity and hunger in America, completed an analysis of 
the impact of changes in WIC infant formula contracts on the formula 
marketplace, and updated its estimate of the multiplier effects of new SNAP 
benefits on total economic activity. The two agencies consult frequently on 
research plans and priorities to avoid duplication, and collaborate when 
appropriate to capitalize on the agencies' strengths and expertise. As an 
example of the latter, FNS is working with ERS on the National Household Food 
Purchase and Acquisition Study, a nationally representative survey of 
household food purchases and acquisitions that will permit comparisons 
between SNAP participants and non-participants. 

At the same time, critical information gaps exist that are best filled 
by FNS. The funds requested for FNS in fiscal year 2013 will enable FNS to 
close some of these gaps with the focused, practical inquiries that can lead 
to effective policies. The President's Budget request includes continued 
funding to support a range of important program assessment activities, 
including focused studies of program operations, development of comprehensive 
measures of program performance to inform and foster outcome-based planning 
and management, and technical assistance to States and communities for 
practical demonstrations of potential policy and program improvements. Plans 
for specific projects are still being finalized. 


Mr. Kingston: Provide a list of all ongoing studies and evaluations 
that are being conducted in all areas of FNCS including the Center for 
Nutrition Policy and Promotion. Include a brief description of the study, 
the total projected cost, the amount spent to date, when it started, when it 
will be completed, whether it is being done in-house or contracted out, who 
the contractor is, and whether it was mandated by law or not. Also include 
studies that were completed in fiscal year 2011. 

Response: An updated list of all ongoing nutrition studies and 
evaluations conducted by FNS and the Center for Nutrition Policy and 
Promotion is included for the record. Unless an item specifically says that 
it is being done in-house, the research is supported by contracts, grants, 
and cooperative agreements with public and private organizations. 


[The information follows:] 
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Food and Nutrition Service Studies and Evaluations 
Ongoing Studies 


SNAP 

Characteristics and Circumstances of Zero-Income SNAP Households 


While zero-income households make up nearly 20 percent of the SNAP caseload, 
there is limited information about their characteristics, their circumstances 
and the extent these change from month- to -month, and their patterns of 
benefit redemption. This study seeks to better understand these factors by 
examining multiple years of national survey data to look at participation 
patterns of zero-income households at different points in time and by 
interviewing about 50 zero-income households. 


Total Projected Cost: 
Amount Spent to Date: 
Start Date: 

Completion Date: 

Name of Contractor: 
Congressional Mandate: 


$435,612 
$11,620 
May 2011 
May 2014 

Insight Policy Research 
No 


Examination of the Adequacy of Food Resources and SNAP Allotments 


SNAP benefits are intended to alleviate food insecurity, improve diet quality 
and generally relieve poverty by freeing up family resources to meet other 
basic needs. Many question the adequacy of SNAP benefits, citing food 
preparation requirements, cultural food preferences, food access constraints 
and other challenges that make current benefits insufficient and propose 
various increases. This project will convene a workshop, under the auspices 
of the National Academies, to explore the potential and feasibility of 
establishing an objective, evidence-based, science-driven definition of 
benefit adequacy. The workshop will surface issues relevant to defining 
benefit adequacy, identify data requirements and research approaches 
necessary to establish an operational definition of adequacy and to support 
an empirical comparison to SNAP benefit levels, and suggest strategies to 
meet any information needs. 


Total Projected Cost: 
Amount Spent to Date : 
Start Date: 

Completion Date: 

Name of Contractor: 
Congressional Mandate: 


$600,000 

$18,867 

September 2011 
December 2012 
Institute of Medicine 
No 


Foods Typically Purchased with SNAP Benefits 

All available evidence indicates that the diets and food choices of most 
Americans are less than ideal, and that the diets and food choices of low- 
income individuals are most striking in their similarity rather than their 
differences with higher income individuals. Some have raised concerns that 
SNAP benefits are spent on unhealthy foods, but available data do not 
directly answer the question of what SNAP recipients buy with their benefits. 
This study uses alternative food purchase data from large store chains to 
estimate the proportion of SNAP benefits spent on different foods. 
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Information obtained from this study can inform policy, nutrition education 
and environmental initiatives to enhance the food choices of SNAP 
participants . 


Total Projected Cost: 
Amount Spent to Date: 
Start Date: 

Completion Date: 

Name of Contractor: 
Congressional Mandate: 


$739,802 

$40,343 

September 2011 
July 2012 

Impaq International 
No 


Nutrition Assistance Client Shopping Patterns at Farmers ' Markets 


This study will focus on SNAP participants' use of farmers' markets to redeem 
benefits, to better understand who does and does not use farmers' markets and 
why, what foods they purchase there, and how such markets fit into their, 
overall food shopping. There will be at least two components of the project: 
an analysis of EBT transaction data and a survey of SNAP participants 
(including some who do and some who do not shop at farmers markets) . The 
project complements a current survey of market managers about operations, 
features of markets that participate in FNS programs compared to those that 
do not, perceived barriers to program participation, and successful 
resolution. 


Total Projected Cost,: 
Amount Spent to Date: 
Start Date: 

Completion Date: 

Name of Contractor: 
Congressional Mandate: 


$1,296,609 

$0 

September 2011 
October 2014 
Westat 
No 


Relative Value of Farmers' Market Financial Incentives and promotional 
Messages 

In recent years, a wide variety of incentive programs that allow SNAP 
participants to receive additional purchasing power for fruits and vegetables 
at local farmers' markets have been launched or expanded significantly as a 
means of increasing access to and consumption of local fresh produce. More 
generally, questions remain as to the relative impact of incentives, 
nutrition promotion, or the two implemented together in promoting healthful 
food choices. This study would examine the relative effectiveness of 
financial incentives and nutrition promotion in encouraging healthy food 
purchases and SNAP redemptions at farmers' markets. The demonstration would 
assign SNAP households to different information and incentive conditions, and 
the evaluation would examine EBT redemption data to assess differences in the 
frequency and amount of spending at farmers markets. Funds will cover both 
demonstration and evaluation costs. 


Total Projected Cost: 
Amount Spent to Date: 
Start Date: 

Completion Date: 

Name of Contractor: 
Congressional Mandate: 


$513,833 

$17,863 

September 2011 
October 2014 
Westat 
No 
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Understanding the Causes and Costs of SNAP Churning 

To varying degrees, all States experience churning in the SNAP caseload, the 
phenomenon in which participating households leave the program at 
recertification (or some other point) despite remaining eligible and then 
return within 4 months. Improving retention would increase participation 
(possibly in a manner more cost-effective than outreach) and may reduce some 
administrative costs. Using interview data and administrative records, this 
study will examine the prevalence and reasons for churning, along with the 
marginal administrative costs of processing an application compared to a 
recertification through a set of case studies in six States. Information on 
practices used to improve retention also will be collected to help identify 
best practices. 


Total Projected Cost: 
Amount Spent to Date: 
Start Date: 

Completion Date: 

Name of Contractor: 
Congressional Mandate: 


$780,785 

$82,363 

August 2011 

August 2014 

The Urban Institute 

No 


Roles and Effectiveness of Community-based Organizations in SNAP 

Community-based organizations (CBOs) play an increasingly important role in 
supporting SNAP outreach and applications. As the eligible SNAP population 
grows and State resources for program administration decline, CBOs have 
acquired new functions to facilitate SNAP participation. One of the most 
important new roles is the responsibility for conducting interviews with SNAP 
applicants. The variety among CBOs with respect to the clients they serve, 
how they provide SNAP-related services, and the nature of their relationships 
with local SNAP agencies is considerable. The initial phase of this study is 
to carry out a set of evaluations in several States conducting applicant 
interviews under FNS waiver authority. Data would be collected from both 
waived areas and comparison sites within each State to compare application 
activity, participation, payment accuracy and client satisfaction. In 
addition, interviews would be conducted with program staff and CBOs to 
systematically describe implementation and operational procedures. 


Total Projected Cost: 
Amount Spent to Date : 
Start Date: 

Completion Date: 

Name of Contractor: 
Congressional Mandate: 


$810,251 

$0 

August 2011 
August 2014 

Insight Policy Research 
No 


Analytical Support for SNAP Policy Development 

This is blanket purchase agreement with several small businesses for a 
variety of smaller tasks to address specific SNAP or methodological questions 
useful to program managers or policymakers. In FY 2011, two tasks were 
awarded. One task was a feasibility study of using GIS tools to identify 
food deserts when SNAP retailers were compared to SNAP households. The 
second task is examining the extent and possible causes of the underreporting 
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of SNAP participation in national surveys. Additional tasks will be awarded 
in FY 2012. 


Total Projected Cost: 
Amount Spent to Date: 
Start Date: 

Completion Date: 

Name of Contractor: 
Congressional Mandate: 


$269,764 
$13,670 
August 2011 
June 2012 

Insight Policy Research 
No 


Performance Standards and Reporting For Special Nutrition Assistance Program 
Modernization Initiatives 

In this study, the SNAP performance standards and reporting requirements are 
reviewed as they pertain to modernization. Major goals of the study are to 
(1) create a comprehensive menu of performance measures, (2) use the template 
to systematically capture performance measures and standards that are in 
place both nationally and by state, (3) assess alternative performance 
measures and standards - both those in use and potential options; and (4) 
propose an initial framework for a uniform set of performance measures and 
standards for FNS and state consideration. 


Total Projected Cost: 
Amount Spent to Date: 
Start Date: 

Completion Date: 

Name of Contractor: 
Congressional Mandate: 


$1,498,508 
$1,345,393 
September 2008 
April 2012 

Mathematica Policy Research 
No 


In-depth Case Studies of Advanced Modernization Initiatives 

This study is systematically examining the modernization initiatives in five 
states (FL, GA, MA, UT, WA) that have more comprehensive and mature 
technology, organizational, partnership and policy changes. The study will 
provide a better understanding of the relationship of the states' 
modernization activities with program efficiency, access, and integrity. Both 
new and extant data are being used to describe SNAP performance before, 
during and after the states' modernization initiatives. 


Total Projected Cost: 
Amount Spent to Date: 
Start Date : 

Completion Date: 

Name of Contractor: 
Congressional Mandate 


$1,815,241 

$1,091,493 

September 2009 

September 2012 

Mathematica Policy Research 

No 


Assessment of Alternatives to Face-to-Face Interviews in SNAP 

This study is a rigorous evaluation of the impact of the no-interview 
approach to client screening when certifying applicants for SNAP benefits on 
error rates, benefit levels, administrative efficiency and customer 
satisfaction. The evaluation will be conducted in three states - Oregon, 
North Carolina, and Utah. 
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Total Projected Cost: 
Amount Spent to Date: 
Start Date: 

Completion Date: 

Name of Contractor: 
Congressional Mandate 


$1,998,362 
$428,255 
September 2010 
July 2014 

Mathematica Policy Research 
No 


Evaluation of SNAP Nutrition Education Practices (SNAF-Ed II) 


This project is a follow-on to the previous evaluation of SNAP-Ed programs. 
The research objectives are the same as those for SNAP-Ed I, but this second 
round, the three competitively chosen projects offer more intensive nutrition 
education. Given the large number and wide variety of nutrition education 
initiatives currently in operation, an additional set of projects expands the 
Agency's ability to identify best practices. 


Total Projected Cost: 
Amount Spent to Date: 
Start Date: 

Completion Date: 

Name of Contractor: 
Congressional Mandate: 


$2,350,922 
$585,026 
September 2009 
August 2013 

Altarum and Research Triangle Institutes 
No 


Evaluation of Increasing SNAP Participation Among Medicare's Extra Help 
Population Pilot Projects 


The Agriculture, Rural Development, Food and Drug Administration, and Related 
Agencies Appropriations Act, 2010 (PL 111-80) provides the Food and Nutrition 
Service (FNS) with funds to test the effectiveness of pilot projects designed 
to increase elderly participation in the Supplemental Nutrition Assistance 
Program (SNAP) . Historically, elderly individuals who are eligible for SNAP 
have the lowest participation rates among all demographic groups. The pilot 
projects seek to increase participation in SNAP among beneficiaries of 
Medicare's Extra Help (also called the Low Income Subsidy or LIS) by using 
data from LIS applications. Since Extra Help and SNAP eligibility 
requirements are not identical, these pilot projects will test the most 
effective method of using LIS application data to increase SNAP participation 
among Extra Help beneficiaries who are eligible but not participating in 
SNAP. The grantees have implemented their pilots, comparison sites have been 
selected, but it is too early to report any findings. 


Total Project Cost: 
Amount Spent to Date: 
Start Date: 

Completion Date: 

Name of Contractor: 
Congressional Mandate: 


$2,718,407 

$491,306 

September 2010 

September 2014 

Mathematica Policy Research 

Yes 


Measuring Food Stamp and Other Nutrition Assistance Program Access, Trends, 
and Impacts 
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This contract provided support for estimating effects of potential program 
changes and for short-turnaround analyses of current issues from February, 
2011 through January 2012. In addition, it included analysis of 
participation rates for 2010 (ongoing) and household characteristics for 2010 
(completed) , and for updates of the two microsimulation models (completed) . 
Impact analyses under the contract supported many FNS legislative and 
budgetary proposals every year. Other organizations, such as the 
Congressional Budget Office, community organizations, and private research 
firms, rely on the regular publication of these studies. 


Total Projected Cost: 
Amount Spent to Date: 
Start Date: 

Completion Date: 

Name of Contractor: 
Congressional Mandate: 


$1,652,239 
$1,540,605 
February 2011 
July 2012 

Mathematica Policy Research 
No 


Evaluation, of Reaching the Under served Elderly and Working Poor in SNAP Pilot 
Grants 


This project evaluates six demonstration projects that focus on increasing 
SNAP access to either the working poor or the elderly. The study is using a 
double-difference design, examining changes in caseloads during the 
demonstrations compared to before and after the demonstration projects and 
compared to in control sites. It also examines the impact of the pilots on 
program costs. 


Total Projected Cost: 
Amount Spent to Date: 
Start Date: 

Completion Date: 

Name of Contractor: 
Congressional Mandate: 


$1,494,967 

$1,069,515 

September 2009 

September 2013 

Mathematica Policy Research 

Yes 


Healthy Incentives Pilot (HIP) Evaluation 

This project will evaluate the impacts of Healthy Incentives Pilot on the 
consumption of fruits and vegetables among participants in the Supplemental 
Nutrition Assistance Program (SNAP) . Pilot test participants, in Hamden 
County, Massachusetts, will earn financial incentives at the point-of-sale 
for fruits and vegetables purchased with SNAP benefits. The pilot began in 
November 2011. The evaluation utilizes random assignment of SNAP 
participants to treatment and control groups and a rigorous 24-hour dietary 
recall interview methodology for collecting dietary intake data. Data will 
also be collected from SNAP retailers, MA Department of Transitional 
Assistance staff, and community partners to (1) describe the process of 
implementing HIP; (2) assess outcomes for State and local SNAP staff, their 
community partners, and SNAP retailers; and (3) determine costs associated 
with pilot and any potential expansion. 


Total Projected Cost: 
Amount Spent to Date : 
Start Date: 

Completion Date: 

Name of Contractor: 
Congressional Mandate: 


$9,827,083 

$3,969,932 

July 2010 

December 2013 

Abt Associates, Inc. 

Yes, 2008 Farm Bill 
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Nutrition Assistance in Farmers Markets: Understanding Current Operations 


The objective of this study is to better understand the diverse operational 
contexts of fanners markets and how USDA nutrition assistance programs, 
particularly SNAP, are/can be integrated into these environments. A 
nationally-representative survey of farmers market managers and direct 
marketing farmers will be conducted to identify operational characteristics 
associated with SNAP participation and respondents' perceptions of barriers 
and facilitators to their participation as a SNAP-authorized retailer. 


Total Projected Cost: 
Amount Spent to Date: 
Start Date: 

Completion Date: 

Name of Contractor: 
Congressional Mandate: 


$1,205,315 
$583,933 
September 2010 
January 2013 
Westat, Inc. 

No 


The Effect of Supplemental Nutrition Assistance Program Participation on Food 
Security 

The objective of this project is determine how, if at all, the prevalence of 
household food insecurity and amount of food expenditures vary with SNAP 
participation; to determine how, if at all, the observed results vary by key 
household characteristics and circumstances; and to determine what factors 
distinguish between food-secure and food- insecure SNAP households with 
children. 


Projected Total Cost: 
Amount Spent to Date: 
Start Date: 

Completion Date: 

Name of Contractor: 
Congressional Mandate: 


$3,999,607 
$2,025,255 
July 2010 
May 2013 

Mathematica Policy Research, Inc. 
No 


Understanding Childhood Hunger 


The objective of this research grant program is to develop a clearer and more 
comprehensive understanding of why children experience very low food security 
in the United States. Nutrition assistance programs address the economic 
factors that are associated with hunger, and food insecurity measures 
describe the experience of disrupted eating patterns or reduced intake due to 
limited resources. The ensuing research grants will produce information that 
can form an integrated research framework, stimulate new and innovative 
research on childhood hunger, and examine the implications for nutrition 
assistance programs. The first round of grants was awarded in FY 2010 and the 
second round in FY 2011. 


Total Projected Cost: 
Amount Spent to Date: 
Start Date: 

Completion Date: 

Name of Contractor: 


$4,999,983 
$2,104,518 
September 2010 
November 2014 

University of Kentucky Research Foundation 
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Congressional Mandate: No 


WIC 

National and State-level Estimates of WIC Eligibles and WIC Program Reach, 
2010 Update 

This study will update the estimates of the WIC-eligible population for the 
U. S . , for each of the 7 FNS regions, and for each of the 50 States, the 
District of Columbia, and five U-S. territories: the Commonwealth of Puerto 
Rico, the United States Virgin Islands, Guam, American Samoa, and the 
Commonwealth of the Northern Mariana Islands. Estimates will include 
breakdowns of each of the eight participant subgroups: pregnant women, 
infants, children at each year of age {ages 1, 2, 3, and 4), breastfeeding 
women, and postpartum non-breastfeeding women. These estimates are used to 
help allocate funding in the WIC funding formula and to track the national 
WIC coverage rate. 

Total Projected Cost: 

Amount Spent to Date: 

Start Date: 

Completion Date: 

Name of Contractor: 

Congressional Mandate: 


$62,742 

$0 

October 2011 
August 2012 
Urban Institute 
No 


WIC Participant and Program Characteristics - 2010 

Data for this project has been generated from WIC State management information 
systems biennially since 1992, based on a near census of WIC participants as 
they are enrolled in the program. The project's report summarizes demographic 
characteristics of WIC participants nationwide in April 2010, along with 
information on participant income and nutrition risk characteristics. The 
report also describes WIC members of migrant farm-worker families. A national 
estimate of breastfeeding initiation for WIC infants is included. This project 
will also deliver a data set covering the food packages issued to most WIC 
participants for use in projections of program cost and other market impacts. 


Total Projected Cost: 
Amount Spent to Date : 
Start Date: 

Completion Date: 

Name of Contractor: 
Congressional Mandate: 


$909,629 
$742,685 
May 2009 
May 2012 

Abt Associates, Inc 
No 


WIC Participant and Program Characteristics - 2012 

Data for this project has been generated from WIC State management information 
systems biennially since 1992, based on a near census of WIC participants as 
they are enrolled in the program. The project's report summarizes demographic 
characteristics of WIC participants nationwide in April 2012, along with 
information on participant income and nutrition risk characteristics. The 
report also describes WIC members of migrant farm worker families. A national 
estimate of breastfeeding initiation for WIC infants is included, and change 
over time is assessed. This project will also deliver a data set covering the 
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food packages issued to most WIC participants for use in projections of program 
cost and other market impacts. 


Total Projected Cost: 
Amount Spent to Date: 
Start Date: 

Completion Date: 

Name of Contractor: 
Congressional Mandate: 


$1,108,081 
$ 175,748 

September 2011 
September 2013 

Insight Policy Research, Inc. 
No 


National Survey of WIC Participants II 


This project updates information on nutritional risks, sources of food 
assistance, family composition, health insurance coverage, and provides 
national estimates of income certification error and the dollar level of 
certification related overpayment and underpayment in the program. The survey 
also supports FNS compliance with the Improper Payments Information Act of 
2002 (IPIA) . The survey expands upon the previous design by providing 
national estimates of income certification error and the dollar level of 
certification-related overpayment in the Program. This project also develops 
and tests a methodology to age improper payment estimates. In addition, 
information from this survey will be used by FNS, State and local agencies in 
decision-making to update services to most effectively meet participants' 
needs. State and local agency data collection and participant surveys have 
been completed. Final reports are available on the FNS website 
(http: //www. fns .usda.gov/fns/research.htm) . 


Total Projected Cost: 
Amount Spent to Date: 
Start Date: 

Completion Date: 

Name of Contractor: 
Congress ionally Mandated: 


$2,764,862 
$2,540,777 
October 2007 
May 2012 
ICF Macro 

Yes (supports compliance with PL 107-300) 


WIC Infant and Toddler Feeding Practices Study-2 (WIC ITFPS-2) 

This nationally-representative study updates and expands upon research 
conducted in the 199Q's, the WIC Infant Feeding Practices (WIC IFPS-1) . . The 
current study will provide contemporary information on the feeding practices 
of infants enrolled in the WIC Program shortly after birth, assessing change 
periodically over the first two years of their lives. It will determine the 
prevalence of particular feeding practices in this WIC population as they 
relate to weight status, and assess how the new WIC food packages, instituted 
in 2009, have influenced feeding practices, including breastfeeding. This 
study will also examine the circumstances and influences that shape a 
mother's feeding decisions for their toddler to assist in further improvement 
of WIC nutrition education. 


Total Projected Cost: 
Amount Spent to Date : 
Start Date: 

Completion Date: 

Name of Contractor: 
Congressional Mandate: 


$9,568,100 
$ 968,061 

September 2011 
September 2016 
Westat 
No 
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WIC-Medicaid Cost -Benefit Study 

The first FNS-sponsored WIC Medicaid Study, published in. 1991, found that in 
1987-88, every dollar spent on WIC services to low-income pregnant women 
saved $1.77 to $3.13 in Medicaid cost during the first 60 days following 
delivery. The present study will explore the feasibility of 1) replicating 
this study to update the findings, and 2) extending the exploration of WIC 
cost-benefit and cost-effectiveness for pregnant women and other categories 
of WIC participants. The contract includes an option to extend the study to 
additional States if the analysis proves feasible. The cost and timing 
information provided below includes only the feasibility study. 


Total Projected Cost: 
Amount Spent to Date: 
Start Date: 

Completion Date: 

Name of Contractor: 
Congressional Mandate: 


$1,757,160 
$ 379,053 

August 2010 
August 2012 

Mathematica Policy Research, Inc. 
No 


WIC Breastfeeding Peer Counseling Study 

This has two components: an implementation study (Phase 1) and an impact 
study (Phase 2) . Phase 1, published in spring 2010, presented a 
comprehensive and detailed picture of how the Loving Support Peer Counseling 
Program was implemented in States and local WIC agencies (LWAs) throughout 
the country. One important finding of this first phase was that there is 
variation in the implementation of the Loving Support peer counseling program 
in local WIC agencies, particularly variation in the frequency, timing and 
location of in-person peer counseling offered to WIC participants pre- and 
post-partum. The Phase 2 study will examine how specific variations in 
implementing peer counseling using the Loving Support model affect 
breastfeeding outcomes. 


Total Projected Cost: 
Amount Spent to Date: 
Start Date: 

Completion Date: 

Name of Contractor: 
Congressional Mandate : 


$2,566,137 
$1,843,370 
September 2006 
May 2015 

Abt Associates, Inc 
No 


WIC Breastfeeding Policies and Practices Inventory 

This project supports development of a set of data collection instruments to 
support a descriptive census of local agency breastfeeding-related policies, 
linked to breastfeeding rates. The instruments will be designed as a core 
questionnaire to assess change over time combined with modules for emerging 
interests. The project includes an initial data collection and report that 
will examine the relationship of local policies to the known profound 
geographic variation in breastfeeding rates . 


Total Projected Cost: 
Amount Spent to Date: 
Start Date: 

Completion Date: 


$748,239 
$142,541 
May 2011 
March 2014 
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Name of Contractor: 
Congressional Mandate: 


Mathematica Policy Research, Inc. 
No 


USDA Center for WIC Nutrition Education Innovations 

This grant will establish a center for researcher-initiated projects to 
demonstrate creative approaches to evaluate or develop aspects of the Special 
Supple-mental Nutrition Program for Women, Infants and Children (WIC) , 
coordinate activities among researchers, and widely disseminate findings. 

The primary grantee will work cooperatively with FNS to provide 
competitively-awarded sub-grants to support researcher-initiated projects 
that use a common approach to reporting findings to ensure transparency and 
facilitate a meta-analysis of all projects; coordinate activities in the 
subject area among researchers and between researchers and the WIC service 
.(delivery personnel; effectively use technology and digital media to achieve 
desired outcomes; and advance communication and coordination to improve 
target behaviors, The recipients of the grant and sub-grants will be required 
to publish their findings and present the results to the WIC and research 
communities to advance dissemination of the effective innovations. 


Total Project Cost: 
Amount Spent to Date: 
Start Date: 

Completion Date: 

Name of Grantee : 
Congressional Mandate: 


$ 2 , 000,000 

$ 0 

September 2012 
September 2017 

tbd (grant proposals due March 25, 2012) 
No 


WIC Food Cost Report and Market Analysis 


This project will analyze data from the WIC Participant and Program 
Characteristics data sets, other FNS administrative data, and food cost data 
to prepare a report on WIC food cost by category and commodity. The report 
will include both the pre-rebate and post-rebate costs for the various 
categories of WIC foods (milk, cheese, eggs, juice, cereal, infant formula). 
It will also provide updated estimates of the relative cost of the average 
food package by category of participant. In addition, the report will 
estimate the impact of WIC food expenditures on the broader food market by 
commodity type. The information is useful in understanding and forecasting 
the impact of food cost changes on WIC program costs. 


Total Projected Cost: 
Amount Spent to Date: 
Start Date: 

Completion Date: 

Name of Contractor: 
Congressional Mandate: 


$127,265 
$ 31,800 
September 2011 
November 2012 
Urban Institute 
No 


WIC Vendor Management Study- 2 

The purpose of this study is to examine the management of WIC retail delivery 
systems and determine the extent to which WIC-authorized retail grocers (WIC 
vendors) adhere to program rules. This study will provide updated estimates 
of WIC vendor overcharging and undercharging based on a nationally- 
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representative sample of covert compliance buys using WIC food instruments. 
The results will be used for reporting under the Improper Payments 
Information Act of 2002 (IPIA) . 


Total Projected Cost: 
Amount Spent to Date: 
Start Date: 

Completion Date : 

Name of Contractor: 
Congressional Mandate: 


$2,971,261 

$ 149,890 

August 2011 

January 2015 

Altarum Institute 

Yes (supports compliance with PL 


107-300} 


Annual Measures of Erroneous Payments to WIC Vendors 


About every 7 years, FNS conducts a national survey of WIC vendors and 
produces national measures of payment error estimated from in-store 
compliance buys to meet the requirements of the Improper Payment Information 
Act (IPIA 2002). The last such study collected data in 2004-05. In interim 
years, this project ages and updates the survey data to produce annual 
national estimates of WIC vendor payment error. This study's objectives are 
to: develop a methodology for aging data on improper payments to WIC vendors 
that is compliant with the requirements of the IPIA; calculate annual 
measures of erroneous payments to WIC vendors; train FNS staff on how to 
perform the calculation in future years; and suggest ways in which FNS and/or 
State agencies can better target future reviews of WIC vendors and/or improve 
sources of relevant data. Final reports will be published soon. 


Total Projected Cost: 
Amount Spent to Date: 
Start Date: 

Completion Date: 

Name of Contractor: 
Congress ionally Mandated: 


$436,201 
$436,185 
July 2006 
May 2012 
ICF Macro 

Yes (supports compliance with PL 107-300) 


WIC Vendor Management Practices Data Aging, FY 2010 Update 

This study updates the annual aging of data on WIC vendor erroneous payments 
for reporting in the USDA Performance and Accountability Report (PAR) . It 
helps fulfill the requirements of the Improper Payments Accountability Act of 
2002 (PL 107-300). Using a statistical procedure called "raking", data from 
the bookend study of WIC vendor payments in 2004-2005 are adjusted using 
administrative data reported by States and maintained in the Integrity 
Profile (TIP) database. The TIP database includes reports of findings from 
the required covert compliance purchases at WIC vendors conducted on an 
ongoing basis by State WIC agencies. Annual aging of the data from the 2004- 
2005 study will be needed until results from the WIC Vendor Management Study- 
2 are available. 


Total Projected Cost: 
Amount Spent to Date : 
Start Date: 

Completion Date: 

Name of Contractor: 
Congressional Mandate: 


$147,117 
$142,117 
September 2010 
May 2012 


Mathematica Policy Research, Inc. 

Yes (supports compliance with PL 107-300) 
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WIC Vendor Management Practices Data Aging, FY2011 Update 

This study updates the annual aging of data on WIC vendor erroneous payments 
for reporting in the USDA Performance and Accountability Report (PAR) . It 
helps fulfill the requirements of the Improper Payments Accountability Act of 
2002 (PL 107-300). Using a statistical procedure called "raking", data from 
the bookend study of WIC vendor payments in 2004-2005 are adjusted using 
administrative data reported by States and maintained in the Integrity 
Profile (TIP) database. The TIP database includes reports of findings from 
the required covert compliance purchases at WIC vendors conducted on an 
ongoing basis by State WIC agencies. Annual aging of the data from the 2004- 
2005 study will be needed until results from the WIC Vendor Management Study- 
2 are available. 


Total Projected Cost: 
Amount Spent to Date: 
Start Date: 

Completion Date: 

Name of Contractor: 
Congressional Mandate: 


$95,166 

$31,722 

September 2011 
November 2012 
ICF Macro 

Yes (supports compliance with PL 107-300) 


Child Nutrition Programs 


Fresh Fruit and Vegetable Program Evaluation 


The Food, Conservation, and Energy Act of 2008 directed the Food and 
Nutrition Service (FNS) to conduct an evaluation of the expanded Fresh Fruit 
and Vegetable Program (FFVP) . This study includes a national sample of over 
6,000 students in 16 States among 832 schools. Schools sampled in each State 
will include FFVP schools that are just above each State's participation 
cutoff. The experiences of students in these FFVP schools will be compared 
to the experiences of students in schools that applied to the Program, but 
due to funding limitations just missed the cutoff for FFVP. The study has a 
single wave of data collection using 24-hour dietary recalls, web-based 
surveys, and interviews. Data collection has been completed. An Interim 
Report was submitted to Congress in September 2011; the final report is 
expected to be available by December 2012. 


Total Projected Cost: 
Amount Spent to Date: 
Start Date: 

Completion Date: 

Name of Contractor: 
Congressionally Mandated: 


$3,526,167 
$2,777,004 
July 2009 
December 2012 
Abt. Associates Inc. 

Yes, Public Law 110-234 


School Food Purchase Study III 

The Food, Conservation, and Energy Act of 2008 requires the Secretary to 
carry out a nationally representative survey of the foods purchased by school 
food authorities participating in the National School Lunch Program (NSLP) . 
This study will provide national estimates of the type, volume, and dollar 
value of food acquired by public school districts participating in NSLP. 
Unlike the previous two school food purchase studies, it will include school 
districts from Alaska, Hawaii, and Puerto Rico. The study will examine 
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shifts in the type and mix of foods acquired compared to the previous school 
food purchase study (SY 1996/97) . It will also report on the nutrient content 
of the foods acquired. 


Total Projected Cost: 
Amount Spent to Date: 
Start Date: 

Completion Date: 

Name of Contractor: 
Congressional Mandate: 


$2 , 816, 757 
$2, 748, 892 
October 2008 
June 2012 


Agralytica Inc. (formerly Promar International, 
Yes - P.L. 110-246 Sec. 4307 


Inc . ) 


Evaluation of the NSLP Direct Certification with Medicaid Demonstration 


Section 103 of the Healthy Hunger Free Kids Act of 2010 (P.L. 111-296) 
authorizes for a limited number of jurisdictions direct certification for 
free school meals using data from Medicaid certifications. This study will 
assess the impacts of this legislative change to determine whether direct 
certification of eligible children with Medicaid data is an effective method 
of certifying children for free lunches and breakfasts. The contract for 
this evaluation study was awarded April 16, 2012 to Mathematica Policy 
Research. Kentucky and Pennsylvania will participate in a statewide 
demonstration. Selected parts of Alaska, Florida, New York, and Illinois 
will participate. 


Total Projected Cost: 
Amount Spent to Date: 
Start Date: 

Completion Date: 

Name of Contractor: 
Congressional Mandate: 


TBD 

$0 

April 2012 
April 2017 

Mathematica Policy Research 
Yes - P.L. 111-296 Sec. 103 


Evaluation of the NSLP Community Eligibility Option 

This study will examine the number of schools and local education agencies 
(LEAs) that are eligible to receive special assistance payments under the 
Community Eligibility Option (CEO) , and describes various attributes of those 
eligible schools and LEAs that elect or do not elect this option. The study 
will also examine the impact of electing the CEO on program integrity, 
availability and type of breakfast program, nutritional quality of school 
meals, and program participation. 


Total Projected Cost: 
Amount Spent to Date : 
Start Date: 

Completion Date: 

Name of Contractor: 
Congressional Mandate: 


$4,743,782 
$ 224,830 

September 2011 
March 2014 
Abt Associates, Inc. 

Yes - P.L. 111-296 Sec. 104 


School Foodservice Indirect Cost Study 

This nationally- representative study will assess the extent to which school 
food authorities (SFAs) participating in the National School Lunch Program 
and School Breakfast Program pay indirect costs, including assessments of the 
methodologies used to establish indirect costs, the types and amounts of 
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indirect costs that are charged and not charged to the school foods ervice 
account, and the types and amounts of indirect costs recovered by school 
districts . 


Total Projected Cost: 
Amount Spent to Date: 
Start Date: 

Completion Date: 

Name of Contractor: 
Congressional Mandate: 


$1, 777,272 
$ 141,791 

August 2011 
December 2013 
Abt Associates, Inc. 

Yes - P.L. 111-296 Sec. 307 


Special Nutrition Program Operations Study 


This study will collect information needed to address current policy issues 
related to the Special Nutrition Programs, including those resulting from the 
Health Hunger Free Kids Act of 2012 (P.L. 111-296). The study is designed to 
collect data from a nationally representative sample of about 1,500 school 
food authorities (SFAs) and all Child Nutrition State Agencies. Data 
collection for the base year will occur in School Year 2011-12 with optional 
data collection from the same sample of SFAs to occur the following two school 
years. This ongoing survey capability is intended to reduce FNS' information 
collection costs and reduce the length of time necessary to obtain required 
data and thus provide information in a more timely manner. 


Total Projected Cost: 
Amount Spent to Date: 
Start Date: 

Completion Date: 

Name of Contractor: 
Congressional Mandate: 


$3,555,142 
$ 557,072 

July 2010 
December 2014 
Westat 
No 


School Nutrition Dietary Assessment Study-IV 

About every five years, FNS assesses the nutritional content and quality of 
meals served in the school meals programs through the School Nutrition 
Dietary Assessment Study (SNDA) series. For this fourth cycle of SNDA, data 
were collected from a nationally representative sample of public schools in 
the National School Lunch Program (NSLP) during school year 2009/10 in order 
to examine the school environment, food service operating practices, student 
participation and other characteristics of schools and School Food 
Authorities (SFAs) in the NSLP and School Breakfast Program (SBP) ; examine 
school meal participation, determine the content of meals offered and served 
to (selected by) students; and compare findings to previously conducted SNDA 
studies. Findings will address the foods and nutrients in meals offered and 
served, and provide updated information on the school nutrition environment. 


Total Projected Cost: 
Amount Spent to Date: 
Start Date: 

Completion Date: 

Name of Contractor: 
Congressional Mandate: 


$4,416,768 
$3,089,660 
September 2008 
August 2012 

Mathematica Policy Research, 
No 


Inc . 


Simplified Tools to Assess School Meal Patterns and Nutrient Compliance 
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This contract is to develop two sets of validated and efficient or simplified 
meal compliance assessment tools with one set capable of being administered 
within 32 total staff hours and the second set within 16 total staff hours, 
excluding travel time. The tools are to be designed to assess whether a 
school's offered breakfast and lunch meal patterns are compliant, over a two- 
week period, with the requirements in FNS ' proposed rule for SBP and NSLP. 
Also, the tools are to be designed to assess whether the overall levels of 
calories, sodium, saturated fat and trans fat in a school's SBP and NSLP 
offered meals are compliant (within the limits and ranges required) over a 
one-week period with the requirements under FNS* proposed rule. Additional 
project objectives are to demonstrate and document that the meal compliance 
assessment tools produce valid and reliable assessment of the compliance of 
the meal patterns and the levels of calories, sodium, saturated fat and trans 
fat in a school's NBP and NSLP offered foods and meals under the requirements 
in FNS ' proposed rule . 


Total Project Cost: 
Amount Spent to Date: 
Start Date : 

Completion Date : 

Name of Contractor: 
Congressional Mandate: 


$620,037 
$369,316 
June 2011 
June 2012 

Mathematica Policy Research, Inc. 
No 


National School Lunch Program and School Breakfast Program Access, Participation, 
Eligibility, and Certification Study II (APEC-II Study) 

The Improper Payments Information Act of 2002 (IPIA) (Public Law 107-300) 
requires the Department of Agriculture (USDA) to identify and reduce 
erroneous over- and under -payments in various programs, including the 
National School Lunch Program (NSLP) and School Breakfast Program (SBP). 

During the 2005-06 School Year (SY) the Access, Participation, Eligibility, 
and Certification (APEC) study was conducted for FNS and provided the first 
reliable national estimates of erroneous payments for the NSLP and SBP. The 
results were released in November 2007. The current "APEC-II" study will 
produce updated national estimates of overpayment, underpayment and overall 
erroneous payments made under the NSLP and SBP. The study will measure 
certification error and meal counting and claiming error in SY 2012-2013 and 
compare these results with those found in SY 2005-06. It will also develop 
and validate estimation models to be used by USDA's FNS staff for updating 
the erroneous payment estimates annually with NSLP and SBP administrative 
records and extant data (i.e. without extensive collection of new data 
between national studies) . 

In addition, this study will produce separate estimates of erroneous payments 
for Local Education Agencies participating in the Community Eligibility 
Option and will examine alternatives to develop estimates of erroneous 
payment estimates at the State level. 


Total Projected Cost: 
Amount Spent to Date : 
Start Date: 

Completion Date: 

Name of Contractor: 
Congressional Mandate: 


$9,530,026 
$ 263,205 

December 2011 
December 2015 

Mathematica Policy Research, Inc. 

Yes (supports compliance with PL 107-300) 


Modeling of High Risk Indicators of Certification Errors in the NSLP 
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The objectives of this study are to develop a model of high risk indicators 
of certification error for public Local Education Agencies (LEAs) , as well as 
a monitoring tool for use by State Agencies to evaluate LEAs' relative 
certification error risk. This study uses FNS and other extant data over 
multiple years to examine household reporting, administrative, and total 
error to develop models for public LEAs. This study also develops a 
monitoring tool using model parameters to automate the process of annually 
identifying LEAs at high risk of certification error. It is planned that 
States will be able to use the tool to output a ranking of LEAs classified as 
low, medium, and high risk. Tool development is complete. The final report is 
is available on the FNS website (http://www.fns.usda.gov/fns/research.htm). 


Total Projected Cost: 
Amount Spent to Date: 
Start Date: 

Completion Date: 

Name of Contractor: 
Congress ionally Mandated: 


$432,602 
$423,620 
August 2009 
May 2012 

Mathematica Policy Research, 
No 


Inc . 


Regional Office Review of Applications 2011 (RORA) 

The annual RORA study examines the administrative accuracy of eligibility 
determinations and benefit issuance for free or reduced-price meals in the 
National School Lunch Program. The study addresses the following research 
questions: (1) Based on the information provided on applications, did the 
local educational agencies (LEAs) accurately determine household size and 
gross monthly income? What types of administrative errors were made? (2) 

Based on the information provided on applications, did the LEAs make the 
correct meal price status determination during certification? What types of 
administrative errors were made? (3) Based on the documentation on file, were 
students receiving the correct meal benefits? (4) Has the accuracy of LEA 
certification and benefit status determinations changed over time? 


Total Projected Cost: 
Amount Spent to Date: 
Start Date: 

Completion Date: 

Name of Contractor: 
Congressional Mandate: 


$97,661 
$ 2,404 

September 2011 
May 2012 
Westat 
No 


National School Lunch Program-Direct Certification Improvement Study 

Use of direct certification has increased since the 2004 reauthorization 
but is still not universal, despite the mandate. The core aims of the study 
are to describe current direct cert if ication processes and procedures 
employed by States and Local Education Agencies (LEAs) ; explore the 
relationship between these methods and overall direct certification 
performance measures; and identify steps for continuous improvement in data- 
matching techniques and tools to increase matching rates. 


Total Projected Cost: 
Amount Spent to Date: 
Start Date: 

Completion Date: 


$1,258,944 
$ 164,275 

September 2010 
May 2013 
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Name of Contractor: Mathematics Policy Research, Inc. 

Congressional Mandate: No 


Direct Certification Report to Congress SY 2011-2012 

This study responds to the legislative requirement of Public Law 110-246 to 
assess the effectiveness of State and local efforts to directly certify 
children for free school meals. Under direct certification, children are 
determined eligible for free school meals without the need for household 
applications by using data from other means-tested programs. The 2004 Child 
Nutrition and WIC Reauthorization Act required local educational agencies 
(LEAs) to establish a system of direct certif ication of children from 
households that receive Supplemental Nutrition Assistance Program (SNAP) 
benefits by School Year (SY) 2008-2009. The contract task to conduct the 
SY 2011-2012 annual report will be awarded in Spring 2012. 

Total Projected Cost: TBD 

Amount Spent to Date: $0 

Start Date: May 2012 

Completion Date: October 2012 

Name of Contractor: TBD 

Congressional Mandate: Yes - Public Law 110-246 

Developing and Evaluating Methods for Using American Community Survey Data to 
Support the School Meals Programs 

FNS has commissioned the Committee on National Statistics (CNSTAT) of the 
National Academies to convene an expert panel to study the technical and 

operational issues that arise in using data from the American Community 

Survey (ACS) to obtain estimates of students who are eligible for free or 
reduced-price meals for schools and school districts. Such estimates would 
be used to develop "claiming percentages" that could be used to determine 
federal reimbursements to districts for the schools that provide free meals 
to all students under a new special provision that eliminates the base-year 
requirements of current provisions. An interim report, published in September 
2010 ( http: //www. fns .usda.gov/ora/MENU/Published/CNP/FILES/SchoolMealsfnl .pdf ) 
presents the panel's detailed technical approach to conducting the study. 

The panel will evaluate the quality of estimates for school districts and 
schools in terms of sampling error, model bias, timeliness, and other 
properties that affect their fitness for use in determining reimbursements to 
school districts. Using data from five case studies, the panel will describe 
the conditions that would render a new special provision more or less 
attractive to school districts. Finally, the panel will consider the 
operational feasibility of estimation methods and identify the administrative 
agreements and procedures needed to ensure that the recommended methods can 
be implemented in practice. 

Total Projected Cost: $1,373,700 

Amount Spent to Date: $1,322,048 

Start Date: April 2009 

Completion Date: May 2012 

Name of Contractor: Committee on National Statistics of the National 

Academies 
No 


Congressional Mandate: 
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Center for Behavioral Economics and Child Nutrition Research 


The Center is to provide economic and other social science information and 
analysis for public and private decisions on agriculture, food, natural 
resources, and rural America- The Center shall span the conceptual and 
practical aspects of behavioral economics research, providing a bridge for 
innovative frontline research to be disseminated effectively to food service 
administrators and other practitioners. Grants will be awarded yearly to PhD 
candidates and junior faculty seeking funding for either experimental or 
econometric research projects examining behavioral economic issues as applied 
to nutrition or more especially childhood nutrition. Analyses of natural 
experiments and field experiments within the context of school cafeterias 
will be particularly encouraged. Support for this Center is provided through 
an interagency transfer of funds from FNS to the USDA Economic Research 
Service (ERS) which administers the grant to Cornell University. 


Total Projected Cost: 
Amount Spent to Date: 
Start Date: 

Completion Date: 

Name of Contractor: 
Congressional Mandate: 


$3,000,000 
$ 2 , 000,000 
September 2010 
December 2014 
Cornell University 
No 


Review of NSLP and SBP Meal Patterns and Nutrient Requirements and Review of 
CACFP Meal Requirements 

School Meals: Building Blocks for Healthy Children - FNS commissioned the 
Institute of Medicine (IOM) to provide recommendations to revise the 
nutrition- and food-related standards and requirements for the National 
School Lunch and School Breakfast programs. An expert committee was formed 
and it used the 2005 Dietary Guidelines for Americans and the IOM's Dietary 
Reference Intakes for its assessment. A final report was issued in February 
2010, and was used to inform the development of a proposed rule to update 
NSLP nutrition standards. 

Child and Adult Care Food Program: Aligning Dietary Guidance for All - FNS 
commissioned the Institute of Medicine to convene a panel of experts to 
undertake a study to review and recommend revisions to the meal pattern 
requirements for the Child and Adult Care Food Program (CACFP) . The major 
objective was to develop practical recommendations that would bring CACFP 
meals and snacks into alignment with current dietary guidance. A report was 
released in November 2010. IOM also sponsored a workshop to provide further 
clarification of the CACFP research recommendations contained in their 
report, and will publish proceedings summarizing the workshop presentations 
and discussions. 


(Contract covers both studies . ) 


Total Projected Cost: 

Amount Spent to Date: 
Start Date: 

Completion Date: 

Name of Contractor: 
Congressional Mandate: 


$2,491,673.00 
$2,239,905.58 
February 2008 
September 2012 
Institute of Medicine 
No 
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CACFP Program Assessment of Sponsor Tiering Determination 2011 and 2012 

The Improper Payments Information Act of 2002 (Act) (P.L. 107-300) requires the 
Department of Agriculture (USDA) to identify and reduce erroneous over- and 
under -payments in various programs, including the Child and Adult Care Food 
Program (CACFP) . CACFP makes nutritious meals and snacks available each day to 
children and adults who are enrolled in participating child-care centers, day- 
care homes, and adult day-care centers. The objective of the current project 
is to develop an estimate of the extent to which sponsors' misclassify family 
child day-care homes ( FDCHs ) as Tier I or Tier II for program reimbursement of 
meal claims, a key requirement of FNS' overall plan to assess and reduce 
erroneous payments. The costs associated with misclassif ication, and change in 
the rate and cost over time, are also determined. 


Total Projected Cost: 
Amount Spent to Date: 
Start Date: 

Completion Date: 

Name of Contractor: 
Congressional Mandate: 


$1,002,090 
$ 163,132 

April 2011 
August 2013 
Westat, Inc. 

Yes (supports compliance with PL 107-300) 


Child and Adult Care Food Program (CACFP) Improper Payments Meal Claims 
Assessment 2010 


The Improper Payments Information Act of 2002 (IPIA, P.L. 107-300) requires 
all Federal agencies to calculate the amount of improper payments in Federal 
programs and to periodically conduct detailed assessments of vulnerable 
program components. This study of the family day care home (FDCH) component 
of the Child and Adult Care Family Program (CACFP) is designed to develop 
estimates of the rate and cost of meals in 2010 claimed by FDCHs and 
reimbursed in error. The sampling, data collection, analysis and reporting 
plans are designed to conduct a feasibility analysis of the research 
methodology using a nationally distributed subsample of the national sample 
frame of sponsors, FDCH providers and parents. 


Total Projected Cost: 
Amount Spent to Date: 
Start Date: 

Completion Date: 

Name of Contractor: 
Congressional Mandate: 


$898,371 

$212,463 


June 2010 
November 2013 

ICF Macro International, Inc 

Yes (supports compliance with PL 107-300) 


Summer Food Service Program 

Evaluation of Impact of Incentives Demonstrations on Participation in the 
Summer Food Service Program (Wave I) 


The Agriculture, Rural Development, Food and Drug Administration, and Related 
Agencies Appropriations Act of 2010 (P.L. 111-80) provided funds for the 
United States Department of Agriculture's (USDA) Food and Nutrition Service 
(FNS) to carry out a series of demonstration projects aimed at preventing 
food insecurity and hunger among children during the summer months when 
schools are not in session. The demonstrations, collectively titled the 
Summer Food for Children demonstrations, are aimed at improving low-income 
children's access to nutrition assistance during the summer months. In 2010, 
FNS developed and tested two innovative strategies to increase participation 
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in the Summer Food Service Program (SFSP) . These enhancement demonstrations 
included provisions for: 

1. Incentives for sponsors to extend the duration of program operations 
{called the 'Extending Length of Operation Incentive Project') and 

2. Funds for enrichment activities at sites (called the 'Activity Incentive 
Project) . 

The purpose of the study is to present the findings from these multiyear 
demonstrations. These demonstrations are expected to reduce food insecurity 
among low-income children by increasing access to and participation in the 
SFSP. The report for summer 2010 was published in September 2011; the report 
for summer 2011 will be published in 2012. [Note: The Wave II component (for 
two additional expanded SFSP interventions) is addressed in the next project 
description. ] 


Total Projected Cost: 
Amount Spent to Date: 
Start Date: 

Completion Date: 

Name of Contractor: 
Congressional Mandate: 


$402,266 
$186,327 
August 2010 
June 2012 

Insight Policy Research, Inc. 

Yes - The Agriculture, Rural Development, Food 
and Drug Administration, and Related Agencies 
Appropriations Act of 2010 (P.L. 111-80) 


Evaluation of the Slimmer Food Service Program Enhancement Demonstrations 
(Wave II) 

For summer 2011, two types of Summer Food Service Program (SFSP) enhancement 
demonstration projects will be implemented and evaluated: 

Home Delivery Demonstration Project: This project will provide funding for 
approved sponsors in the selected State (s) to develop ways to deliver summer 
meals to eligible children in rural areas at a sustainable cost. This may 
include identification of and delivery to homes of children certified for 
free or reduced-price school meals, to locally-accessible drop-off sites 
where parents have been informed they or their eligible children can collect 
the meal for off -site consumption, or other methods of providing meals that 
are exempt from the congregate feeding requirement. 

Food Backpack Demonstration Project: This demonstration will supplement the 
traditional SFSP by utilizing an additional method of meal delivery during 
the summer on days that meals are not available at SFSP sites by providing 
eligible children with food backpacks to take home with meals to cover the 
days that SFSP meals are not available, typically on the weekends. Approved 
sponsors must operate a congregate meal site under the SFSP for a majority of 
the week and use the backpacks to supplement the traditional meal service. 
Backpacks are not intended to replace a congregate meal program nor reduce 
the number of days a congregate meal program operates . 


Total Projected Cost: 
Amount Spent to Date: 
Start Date: 

Completion Date: 

Name of Contractor: 


$1,475,315 
$ 748,584 

December 2010 
September 2013 
Westat 
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Congressional Mandate: Yes - The Agriculture, Rural Development, Food 

and Drug Administration, and Related Agencies 
Appropriations Act of 2010 (P.L. 111-80) 


Evaluation of the Impact of the Summer Food for Children Household-based 
Demonstrations on Food Insecurity 


The Agriculture, Rural Development, Food and Drug Administration, and Related 
Agencies Appropriations Act of 2010 {P.L. 111-80) provided funds and 
authority for FNS to conduct and rigorously evaluate the Summer Electronic 
Benefit Transfer for Children (SEBTC) demonstrations— that provide food 
assistance to households with school-aged children during the summer. The 
benefits will be delivered through the electronic benefit transfer (EBT) 
procedures used by the SNAP and WIC programs. The evaluation of SEBTC has 
three broad objectives: (1) to examine the impact of SEBTC on the prevalence 
of very low food security and other measures of food security among children, 
their nutritional status, household food expenditures, and household 
participation in nutrition assistance programs, (2) to describe receipt and 
use of the benefits, and (3) to examine the feasibility of implementing the 
SEBTC, and to document its costs, the approaches used, and the challenges and 
lessons learned during the demonstrations. 


Total Projected Cost: 
Amount Spent to Date: 
Start Date: 

Completion Date: 

Name of Contractor: 

Congressional Mandate: 


$24,287,603 
$ 5,698,447 
December 2010 
July 2013 

Abt Associates, Mathematica Policy Research, 
and Maximus 

Yes - The Agriculture, Rural Development, Food 
and Drug Administration, and Related Agencies 
Appropriations Act of 2010 (P.L. 111-80) 


Food Distribution Programs 


Study of Food Distribution Program on Indian Reservations 

The objectives of this project are to provide current information on the 
characteristics of participants and local program administration across the 
nation. Information on perceptions about the program and potential access 
barriers will also be obtained in order to identify reasons for declining 
participation . 


Total Projected Cost: 
Amount Spent to Date : 
Start Date: 

Completion Date: 

Name of Contractor: 
Congressional Mandate: 


$2,271,851 

$42,214 

September 2011 
October 2014 
The Urban Institute 
No 


Completed Studies 


SNAP 


Models of SNAP-Ed and Evaluation (SNAP- Ed I) 
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The objective of this project is to determine whether the four competitively- 
selected projects SNAP-Ed projects (1) positively impact the nutrition and 
health behaviors of SNAP participants while adhering to FNS Guiding 
Principles, (2) exhibit the potential to serve as models of effective 
nutrition intervention for large segments of the SNAP audience and (3) 
provide methodologically robust yet logistically practical examples of 
project-level SNAP-Ed impact evaluation. Four demonstration sites were 
competitively selected and implemented SNAP Ed programs during FY 2010. 


Total Projected Cost: 
Amount Spent to Date : 
Start Date : 

Completion Date: 

Name of Contractor: 
Congressional Mandate: 


$2,584,434 
$2,584,434 
September 2008 
September 2011 

Altarum and Research Triangle Institutes 
No 


Workshop on Understanding the Relationship Between Food Insecurity and 
Obesity 

Recent research suggests that household food insecurity may be related to 
overweight in women and sometimes in children and men. However, these 
findings raise more questions than they resolve - it remains unclear whether 
food insecurity causes excess weight gain that leads to obesity, why food 
security might be related to obesity, and the pathway through which its 
influence might be felt. It is not likely that further analysis of pertinent 
existing data, which is relatively limited, will shed further light on these 
issues. The purpose of this project was to conduct a workshop to assess the 
current state of research and propose new data, analyses, or other means to 
push the science base forward and help guide future research investments. 

At a 2.5 day workshop in November 2010, more than 40 experts, representing 
diverse disciplines, addressed a variety of questions. The workshop summary, 
including areas for future research, was released in March 2011. 


Total Projected Cost: 
Amount Spent to Date : 
Start Date: 

Completion Date: 

Name of Contractor: 
Congressional Mandate: 


$386,012 
$313,693 
April 2010 
June 2011 

National Academies, 
No 


Institute of Medicine 


Informing Depth of Stock Policy for SNAP Retailers 

This study explored options for new policies related to the types and amounts 
of foods SNAP retailers are required to sell to be eligible to accept SNAP 
benefits. To accomplish this task, a database populated with information from 
store visits, including general store characteristics , store conditions, 
types of non-food merchandise sold, and a detailed inventory of foods sold 
was created. This database was used to simulate a set of policy options with 
respect to revised definitions of staple foods, staple food categories, and 
number of units available in each category. Results of the analyses described 
the SNAP retailers that would and would not be qualified for SNAP 
authorization under each of the policy options, and considered the impact on 
food access for SNAP participants. 
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Total Projected Cost: 
Amount Spent to Date : 
Start Date: 

Completion Date: 

Name of Contractor: 
Congressional Mandate: 


$263,393 
$263,393 
August 2010 
August 2011 

Mathematics Policy Research 
No 


Dynamics of Supplemental Nutrition Assistance Program Participation in the 
Mid-2000s 

The objective of this study is to analyze household movement in and out of 
the Supplemental Nutrition Assistance Program (SNAP) , with particular 
attention to updating measures of SNAP participation dynamics and information 
on the circumstances that trigger entry to the program and influence 
participation spell lengths. 


Total Projected Cost: 
Amount Spent to Date: 
Start Date: 

Completion Date: 

Name of Contractor: 
Congressional Mandate: 


$435,202 
$435,202 
August 2010 
August 2011 

Decision Demographics, Inc 
No 


Benefit Redemption Patterns in the Supplemental Nutrition Assistance Program 


This study identifies how SNAP spending patterns, such as the rate at which 
households spend their benefits, changed following the American Recovery and 
Reinvestment Act (ARRA) benefit increase and analyzes how spending patterns 
differed across household characteristics, time and States. Extant data 
including records of Electronic Benefit Transfer (EBT) transactions from the 
Anti-Fraud Locator for EBT Redemption Transaction (ALERT) , authorized 
retailer information from the Store Tracking and Redemption Subsystem 
(STARS) , and household characteristics from the SNAP Quality Control (QC) 
system were used. In general, redemption patterns remain similar over time, 
as well as before and after ARRA. Changes observed within FY 2009 appear 
limited to an increase in the number of purchases and stores after ARRA, 
along with a very modest decline in the rate of monthly benefit exhaustion. 


Total Projected Cost: 
Amount Spent to Date: 
Start Date: 

Completion Date: 

Name of Contractor: 
Congressional Mandate: 


$349,987 
$349,987 
August 2009 
January 2011 

Mathematica Policy Research 
No 


The Extent of Trafficking in SNAP: 2006-2008 Update 

In its efforts to increase and monitor program integrity, FNS has created a 
data-based, nationwide estimate of the prevalence of trafficking in the Food 
Stamp Program. These estimates have become one indicator of how well the 
Food Stamp Program is performing. This project replicated estimates with 
current data. The total annual dollar amount of SNAP redeemed benefits that 



396 


were trafficked went up, but the increase is consistent with the growth in 
Program participation. The rate of trafficked SNAP benefits did not change; 
it is estimated to be $0-01 for each dollar of benefits redeemed. 


Total Projected Cost: 
Amount Spent to Date: 
Start Date: 

Completion Date: 

Name of Contractor: 
Congressional Mandate: 


$117,157 
$117,155 
September 2009 
December 2010 
ORC MACRO 
No 


Measuring SNAP and Other Nutrition Assistance Program Access, Trends, and 
Impacts 


This contract provided support for estimating effects of potential program 
changes and for short-turnaround analyses of current issues from September, 
2009 - January, 2011. In addition, it included analysis of SNAP 
participation rate for FY 2009 (completed) and household characteristics for 
FY 2009 (completed). A small number of short studies, e.g., comparison of 
utility and shelter expenses, were also completed. 


Total Projected Cost: 
Amount Spent to Date: 
Start Date: 

Completion Date: 

Name of Contractor: 
Congressional Mandate: 


$2,520,422 
$2,519,957 
September 2009 
July 2011 

Mathematica Policy Research 
No 


WIC 

Planning A WIC Research Agenda 


The Food and Nutrition Service sponsored The Institute of Medicine (IOM) 
through its Food and Nutrition Board to hold a 2 -day public workshop on 
emerging research needs for the Special Supplemental Nutrition Program for 
Women, Infants, and Children (WIC) . This workshop addressed key research 
issues, methodological issues and solutions related to the future research 
agenda. The IOM defined the specific topics to be addressed, developed the 
agenda, and selected and invited speakers and other participants. An 
individually-authored summary of the workshop was prepared and reviewed 
through National Academies procedures prior to release in Spring 2011. 


Total Projected Cost: 
Amount Spent to Date : 
Start Date: 

Completion Date: 

Name of Contractor: 
Congressional Mandate: 


$297,957 
$221,209 
March 2010 
March 2011 

Institute of Medicine 
No 


National and State-level Estimates of WIC Eligibles and WIC Program Reach, 
2000-2009 
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This study estimated the WIC-eligible population for the U.S., for each of 
the 7 FNS regions, and for each of the 50 States, the District of Columbia, 
and five U.S. territories: the Commonwealth of Puerto Rico, the United States 
Virgin Islands, Guam, American Samoa, and the Commonwealth of the Northern 
Mariana Islands. Estimates include breakdowns of each of the eight 
participant subgroups: pregnant women, infants, children at each year of age 
(ages 1, 2, 3, and 4), breastfeeding women, and postpartum non-breastfeeding 
women. These estimates are used to help allocate funding in the WIC funding 
formula and to track the national WIC coverage rate (sometimes referred to in 
other programs as the "participation rate"). 


Total Projected Cost: 
Amount Spent to Date: 
Start Date: 

Completion Date: 

Name of Contractor: 
Congressional Mandate: 


$241,017 
$241,017 
September 2010 
December 2011 
Urban Institute 
No 


Evaluation of the Birth Month Breastfeeding Changes to the WIC Food Packages 


In 2009 USDA revised the WIC Food Packages based upon scientific 
recommendations from the Institute of Medicine (IOM) . The IOM report 
recommended that FNS study the impact of the changes on breastfeeding. This 
study responds to the IOM recommendation and gathers information from 16 
local WIC agencies (LWAs) and the States. The study also gathers contextual 
information about the LWAs (e.g., size and composition, other efforts to 
promote breastfeeding) and about the planned and actual implementation of the 
Interim rule as it relates to the breastfeeding options at the State and the 
LWA levels. Study research questions address food package choices, the 
incidence, duration, and intensity of breastfeeding, and how local WIC 
agencies implement the food package changes. 


Total Projected Cost: 
Amount Spent to Date : 
Start Date: 

Completion Date: 

Name of Contractor: 
Congressional Mandate: 


$2,437,830 

$2,834,697 

August 2008 

August 2011 

Abt Associates, Inc. 

No 


WIC Food Package Policy Options Study 

The interim final rule updating the WIC food packages was implemented by 
State WIC agencies by October 2009. Implementation required a complex set of 
policy decisions by each State regarding specific foods, food brands and 
package sizes, vendor minimum stock requirements, and other administrative 
choices available to the States under the rule. This study describes the 
variety of State choices and provides operational information useful in 
developing the final rule. 


Total Projected Cost: 
Amount Spent to Date: 
Start Date -. 

Completion Date: 

Name of Contractor: 
Congressional Mandate: 


$367,063 
$295,815 
September 2009 
September 2011 

Mathematica Policy Research, Inc. 
No 
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Potential Uses of the National Children's Study 

The National Children's Study - led by DHHS and the Environmental Protection 
Agency - will examine the effects of environmental, biological, genetic, and 
psychosocial influences on the health and development of 100,000 children 
across the United States, following them from before birth until age 21. 

This project explored the potential use of the study to address critical WIC 
program research questions, by commissioning an expert to develop a 
descriptive paper that: 1) identified information planned for collection 
through the study that could be helpful in assessing WIC impacts and 
improving policy and operations; 2) delineated data limitations, and 
potential steps to minimize their impact; and 3} identified questions that 
could feasibly be added to the study to further enhance its value to WIC and 
other FNS program. 

Total Projected Cost: 

Amount Spent to Date: 

Start Date: 

Completion Date: 

Name of Contractor: 

Congressional Mandate: 


$40,941 

$40,941 

March 2011 

June 2011 

The Urban Institute 

No 


Establish University-Based Grants to Assess WIC Impacts on Periconceptional 
Nutrition 


The grant supports one competitively-selected university, the University of 
California at Los Angles (UCLA) , to award competitive sub-grants to evaluate 
the impacts of WIC on periconceptional nutrition and widely disseminate the 
findings. FNS focus for this project is the direct and indirect effects of 
WIC participation at the critical point in development surrounding the time 
of conception. The objective is to promote research partnerships between 
academic institutions and WIC agencies as well as identify cost-neutral 
approaches in four priority areas: 1) periconceptional nutrition risk 
assessment, 2) periconceptional nutrition and health promotion, 3) 
periconceptional nutrition intervention, and 4) WIC as a gateway to 
periconceptional health and healthcare. 


Total Projected Cost: 
Amount Spent to Date: 
Start Date: 

Completion Date: 

Name of Contractor: 
Congressional Mandate: 


$997,759 
$ 31,191 
September 2011 
September 2016 
UCLA 
No 


Child Nutrition Programs 

Regional Office Review of Applications 2009 (RORA) 

The goal of the RORA project is to develop an annual nationally 
representative estimate of the rate of administrative accuracy of school 
district application approval and benefit issuance for free/reduced price 
meals . 
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Total Projected Cost: 
Amount Spent to Date: 
Start Date: 

Completion Date: 

Name of Contractor: 
Congressional Mandate: 


1/10 FTE 
1/10 FTE 
September 2010 
July 2011 
In-house 
No 


Regional Office Review of Applications 2010 (RORA) 

This study is a task under the Child Nutrition Analysis and Modeling BPA. 
The goal of the RORA project is to develop an annual nationally 
representative estimate of the rate of administrative accuracy of school 
district application approval and benefit issuance for free/reduced price 
meals . 


Total Projected Cost: 
Amount Spent to Date: 
Start Date: 

Completion Date: 

Name of Contractor: 

C ongre s s i ona 1 Manda t e : 


$89,653 

$89,653 

September 2010 
July 2011 
Westat 
No 


Direct Certification Report to Congress SY 2010-2011 

This study responds to the legislative requirement of Public Law 110-246 to 
annually assess the effectiveness of State and local efforts to directly 
certify children for free school meals. Under direct certification, children 
are determined eligible for free school meals without the need for household 
applications by using data from other means-tested programs. The 2004 Child 
Nutrition and WIC Reauthorization Act required local educational agencies 
(LEAs) to establish a system of direct certification of children from 
households that receive Supplemental Nutrition Assistance Program (SNAP) 
benefits by School Year (SY) 2008-2009. 


Total Projected Cost: 
Amount Spent to Date : 
Start Date: 

Completion Date: 

Name of Contractor: 
Congressional Mandate: 


$92,068 
$92,068 
April 2011 
October 2011 

Mathematica Policy Research, Inc. 
Yes - Public Law 110-246 


2008-2009 NSLP Verification Summary Report 

This report summarizes the results of the school year 2008-2009 application 
verification process for the National School Lunch Program and School 
Breakfast Program. Each year local educational agencies (LEAs) draw a sample 
of applications approved for free or reduced-price school meal benefits for 
review. LEAs contact the selected applicants to request documentation in 
support of their applications. Based on that information, LEAs confirm or 
correct the applicants' initial certification for free or reduced-price 
benefits. The report provides detail on the SY 2008-2009 verification 
process and limited analysis of trends over time. 


Total Projected Cost: 


1/10 FTE 
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Amount Spent to Date : 
Start Date: 

Completion Date: 

Name of Contractor: 
Congressional Mandate: 


1/10 FTE 
October 2010 
March 2011 
In House 
No 


CACFP Program Assessment of Sponsor Tiering Determination 2008, 2009 and 2010 


The Improper Payments Information Act of 2002 (Act) (Public Law 107-300) 
requires the Department of Agriculture (USDA) to identify and reduce erroneous 
over- and under-payments in various programs, including the Child and Adult 
Care Food Program (CACFP) . CACFP makes nutritious meals and snacks available 
each day to children and adults who are enrolled in participating child-care 
centers, day-care homes, and adult day-care centers. The project developed an 
estimate of the extent to which sponsors' misclassify family child day-care 
homes (FDCHs) as Tier I or Tier II for program reimbursement of meal claims - a 
key requirement of FNS' overall plan to measure and reduce erroneous payments. 


Total Projected Cost: 
Amount Spent to Date: 
Start Date: 

Completion Date: 

Name of Contractor: 
Congressional Mandate: 


$793,204 

$793,204 

April 2008 

September 2011 

Abt Associates, Inc. 

Yes (supports compliance with PL 107-300) 


CACFP At-Risk Afterschool Meals Best Practices, 2011 


This study responds to the requirement in the Healthy, Hunger-free Kids Act 
of 2010, Sec 337 that FNS must submit a report to Congress that addresses 
best practices for soliciting sponsors and any federal or state laws that may 
be a barrier to participation of the at-risk after school meal program. The 
analysis will select 9 States from a pool of 14 States that are currently 
participating in the CACFP at-risk after school meal program; gather 
information on various practices in these States; and submit a report that 
describes the findings to FNS. Objectives of the report include identifying 
success indicators, constraints and opportunities in operating the at-risk 
program (such as recruiting sponsors, identifying local champions, and their 
implementation of the at-risk program) , identifying challenges and barriers 
(such as State and local licensing requirements) , and identifying strategies 
for addressing implementation barriers. 


Total Projected Cost: 
Amount Spent to Date : 
Start Date: 

Completion Date: 

Name of Contractor: 
Congressional Mandate: 


$69,133 
$69,133 
April 2011 
January 2012 
Westat 


Yes - Public Law 111-296, 


Section 337 


Cross -Program 


Nutrient and MyPyramid Analysis of USDA Foods in the NSLP, CACFP, CSFP, 
TEFAP, and FDPIR 

This study generated a report that contains a nutrient and food group 
analyses of USDA foods distributed through the National School Lunch Program 
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(NSLP) , Child and Adult Care Food Program (CACFP) , Commodity Supplemental 
Food Program (CSFP} , The Emergency Food Assistance Program (TEFAP) and the 
Food Distribution Program on Indian Reservations (FDPIR) . This report is an 
update and expansion of the analyses contained in FDPIR Food Package 
Nutritional Quality: Report to 

Congress (http: //www. fns .usda .gov/ora/menu/Published/CNP/FILES/FDPIR_FoodPacka 
ge_Summary.pdf ). The report includes two broad analyses. The first assesses 
the nutritional quality of the USDA foods made available to the NSLP, CACFP, 
CSFP, TEFAP and FDPIR. The second is weighted appropriately for the mix of 
USDA foods actually distributed through these programs . These analyses 
establish baseline nutritional profiles for USDA foods in the NSLP, CACFP, 
CSFP, TEFAP and FDPIR. 

Total Projected Cost: 

Amount Spent to Date: 

Start Date: 

Completion Date: 

Name of Contractor: 

Congressional Mandate: 


$135,082 
$135,082 
September 2010 
January 2012 
Westat 
No 


Addressing Child Hunger and Obesity in Indian Country: Report to Congress 

This report responds to the requirement found in section 141 of the Healthy, 
Hunger-Free Kids Act of 2010 (HHFKA) and summarizes hunger, obesity, and Type 
II diabetes among American Indian (AI) and Alaska Native (AN) children living 
on or near reservations or other tribal lands (often referred to as Indian 
Country). To help frame the scope of the problems, the report provides a 
summary of the most current available statistics on hunger, obesity, and Type 
II diabetes among children living in Indian Country and offers comparable 
statistics for the general population for context and comparison. This report 
also describes how USDA Federal nutrition assistance programs serve children 
in Indian Country and how provisions of the HHFKA and other recent 
initiatives may improve those services. 


Total Projected Cost: 
Amount Spent to Date : 
Start Date: 

Completion Date: 

Name of Contractor: 
Congressional Mandate: 


$45,230 
$45,230 
October 2011 
January 2012 

Mathematica Policy Research 

Yes - Public Law 111-296, section 141 
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Center for Nutrition Policy and Promotion Studies and Evaluations 


Ongoing Studies 

Update of the Thrifty Food Plan (TFP) 


The CNPP is responsible for the development of the USDA food plans, including 
the Thrifty Food Plan (TFP) that serves as the nutritional basis for SNAP 
(Supplemental Nutrition Assistance Program) allotment levels. The TFP 
specifies quantities of different types of food that households may purchase 
to provide nutritious meals and snacks at relatively low cost. The CNPP is 
updating the 2006 TFP to reflect current dietary guidance as indicated in the 
2010 Dietary Guidelines for Americans. The CNPP is completing revisions to 
the market baskets of the TFP. These "market baskets" consist of the foods 
with which a low-cost nutritious menu can be prepared. Release of the 
revised TFP is planned for mid- to late 2013. 


Total Projected Cost: 
Amount Spent to Date: 
Start Date: 

Completion Date: 

Name of Contractor: 
Congressional Mandate: 


4.0 FTE 

4.0 FTE 

Fall 2008 

Mid- to late 2013 

In-house 

No 


Cost Adjustments to the Thrifty Food Plan 

The Food Stamp Act of 1997 (7 USC 2011 et seg. ) requires USDA to adjust, on a 
regular basis, the cost of the TFP to reflect changes in the cost of this 
plan. The economist and other staff members at the CNPP fulfill this 
congressional mandate by incorporating relevant monthly food-at-home 
estimates from the Consumer Price Index into the TFP and the other three 
higher cost food plans (Low-cost, Moderate-cost, and Liberal) . The CNPP 
publishes and disseminates, on a monthly basis, the cost of food at home. The 
monthly plans are posted at www . cnpp . usda . gov . 


Total Projected Cost: 
Amount Spent to Date : 
Start Date: 

Completion Date: 
Congressional Mandate: 


0.2 FTE per year 
0.2 FTE for FY 2011 
1975 (or earlier) 
On-going 

Yes (7 USC 2011 et seg.) 


Expenditures on Children by Families 

Since 1960, the USDA has provided annual figures of expenditures on children 
by families, also referred to as the "cost of raising children" project. 
These annual figures are the only economic data that are provided by the 
Federal Government on the cost of raising children. Child-rearing costs are 
used to set State child support guidelines. The Family Support Act of 1988 
requires States to implement child support guidelines and to review the 
guidelines every 4 years. The Act also requires States to consider economic 
data on the cost of raising children when determining these guidelines. The 
CNPP plans to continue to issue annual updates of family expenditures on 
children . 
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Total Projected Cost: 
Amount Spent to Date : 
Start Date: 

Completion Date: 

Name of Contractor: 
Congressional Mandate: 


0.5 FTE per year 
0 . 5 FTE per year 
1960 

On-going 

In-house 

No 


Healthy Eating Index 

The CNPP released the Healthy Eating Index (HEI) , an aggregate measure of the 
degree to which the American diet conforms to the Dietary Guidelines for 
Americans . Conducting this study/evaluation of the American diet derives 
from Public Law 101-445— the National Nutrition Monitoring and Related 
Research Act, which directs the USDA and the Department of Health and Human 
Services to "improve the methodologies and technologies, including those 
suitable for use by States and localities, available for the assessment of 
nutritional and dietary status and trends." The law, as well, directs the 
two Departments to "develop uniform standards and indicators for the 
assessment and monitoring of nutritional and dietary status, for relating 
food consumption patterns to nutritional and health status, and for use in 
the evaluation of Federal food and nutrition intervention programs." 

The CNPP is working to update the HEI to reflect the guidance in the 2010 
Dietary Guidelines for Americans . The new 2010 HEI will be release by end of 
Calendar Year 2012. 

Total Projected Cost: 

Amount Spent to Date: 

Start Date: 

Completion Date: 

Name of Contractor: 

Congressional Mandate: 


2.5 FTE per year 
2.5 FTE 

Fall 2008 (current revision) 
On-going; Release of revision: 2012 
In-house 
No 


Completed Studies 

The USDA Nutrition Evidence Library, or NEL, was created within the Center 
for Nutrition Policy and Promotion to conduct systematic reviews to answer 
important food and nutrition questions to inform Federal nutrition policy, 
guidance, and programs, such as the Dietary Guidelines and basis for 
nutrition assistance programs. The NEL provides USDA with a transparent 
database of systematic reviews ( www.nel .gov ) reflecting the most current 
research available on a wide range of food and nutrition-related topics, and 
ensures compliance with the Consolidated Appropriations Act of 2001 (Data 
Quality Act) . 


• Monitoring Research and Updating Systematic Reviews 

o Ongoing development of a transparent database of systematic reviews 
that reflect the most current research available on a wide range of 
food and nutrition-related topics. 

• A Series of Systematic Reviews on the Effects of Nutrition Education on 
Dietary Intake-Related Behaviors in Children and Adolescents 
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o Designed to identify the most effective strategies for delivering 

nutrition education to improve children and adolescents' food choices, 
o Findings inform federal nutrition education policy and programs, the 
development of nutrition education guidance and communication 
strategies, and inform the development of effective nutrition education 
interventions targeting behavior change. 

• Review of Evidence on the Impact of Diet on Academic Performance 

o Designed to describe research on the association between nutrition 
(e.g., dietary intake, school meals and snacks) and academic 
performance . 

o Findings aid in the development of school -based messages and 
communication strategies. 


Mr. Kingston: Provide a list of all studies and evaluations that are 
planned for fiscal years 2012 and 2013. Indicate which year they are planned 
to start and the estimated cost for each. 

Response: The FNS Nutrition Assistance Study and Evaluation Plan for 
fiscal year 2012 is attached. Most of these projects will be funded through 
a competitive procurement process. Because expected cost is procurement- 
sensitive information, the plan does not display the government's independent 
cost estimates. 

Study and evaluation plans for fiscal year 2013 will be based on both 
internal review of FNS needs and priorities, and solicitation of ideas from a 
wide variety of external sources familiar with the programs. The President's 
Budget request includes continued funding to support a range of important 
program assessment activities, including focused studies of program 
operations, development of comprehensive measures of program performance to 
inform and foster outcome-based planning and management, and technical 
assistance to States and communities for practical demonstrations of 
potential policy and program improvements. 

These activities provide the crucial foundation for strategic planning 
and program innovation needed to respond to emerging issues and problems and 
support effective stewardship of the taxpayer investment in nutrition 
assistance. 

[The information follows:] 


Studies and evaluations planned by Center for Nutrition Policy and Promotion 
are described below: 

Evidence Reviews to Facilitate Development of Dietary Guidance for Infants 
and Young Children 0-2 Years 

The Nutrition Evidence Library (NEL) will initiate a series of systematic 
reviews on dietary intake and feeding practices of infants and toddlers birth 
to 2 years of age to inform future development of dietary guidance for this 
population, and assist in preparing infants and young children to meet the 
Dietary Guidelines for Americans, traditionally targeted to Americans ages 2 
years and older. The NEL will collaborate with the National Institutes of 
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Health to hold a series of workshops to identify and prioritize key topics 
that need to be addressed. Systematic reviews examining the relationship 
between dietary patterns and health of children aged 1-2 years will be 
conducted 


Total Project Cost: 
Amount Spent to Date: 
Start Date: 

Completion Date: 

Name of Contractors: 

Congressional Mandate: 


$36,000 + 2 FTEs 
$1,660 
March 2012 
April 2013 

Academy of Nutrition and Dietetics 
USDA National Agricultural Library 
Yes - Study supports development of 
mandated Dietary Guidelines 


Evidence Reviews to Examine the Relationship of Dietary Patterns to Health 
Outcomes 


The NEL has initiated a series of systematic reviews examining the 
relationship between dietary patterns and outcomes of public health concern. 
This project was developed to complete the work initiated by the 2010 Dietary 
Guidelines Advisory Committee. This topic was also identified by Federal 
stakeholders from USDA and HHS as an important topic that would benefit from 
systematic review. The reviews may be used to inform future food and 
nutrition policies and programs, including the Dietary Guidelines for 
Americans. Dietary patterns are also considered in other USDA programs 
including SNAP, WIC, federal school meals programs, and Child and Adult Care 
Food Programs. Dietary patterns are also the basis for the Liberal Food 
Plan, which is used to set the military food allowance (known as the Basic 
Allowance for Subsistence BAS) . 


Total Project Cost: 
Amount Spent to Date: 
Start Date: 

Completion Date: 

Name of Contractors : 

Congressional Mandate: 


$36,600 + 3 FTEs 
$8,300 

October 2011 
April 2012 

Academy of Nutrition and Dietetics 
USDA National Agricultural Library 
Yes - Study supports development of 
mandated Dietary Guidelines 


Evidence Monitoring and Systematic Reviews to Support Development of the 2015 
Dietary Guidelines for Americans 

The NEL is engaged in the ongoing development of a transparent database of 
systematic reviews that reflect the most current research available on a wide 
range of food and nutrition-related topics. The NEL conducted approximately 
130 systematic reviews to support the development of the Dietary Guidelines 
for Americans , 2010. The NEL continues to monitor and update important 
systematic reviews and critically evaluates research on emerging topics in 
preparation for the 2015 Dietary Guideline Advisory Committee. Reviews 
describe the relationships between food and health such as, whole grains and 
heart disease, sugar-sweetened beverages and weight, sodium and blood 
pressure, and how the food environment and individual behaviors impact diet 
and health and consumer adoption of food safety practices. 


Total Project Cost: 


FY2012 $150,000 + 4 FTEs 
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Amount Spent to Date : 
Start Date: 

Completion Date: 

Name of Contractors: 

Congressional Mandate: 


FY2013 $166,000 + 9 FTEs 
$ 100,000 
October 2012 
November 2014 

Academy of Nutrition and Dietetics 
USDA National Agricultural Library 
Yes - Supports development of Dietary 
Guidelines 


Market Research, Environmental Scan and Ethnographic Research on the Use of 
Communication Technologies and Digital Media Related to Nutrition and 
Physical Activity 


This project, funded by the Food and Nutrition Service (FNS) , involved 
conducting: 1) A market review of existing literature regarding the use of 
technology in nutrition education; 2) environmental scans designed to 
identify nutrition education approaches and programs for school aged children 
used in classroom and community settings; the methods by which classroom- 
and community-based nutrition education programs incorporate the Dietary 
Guidelines for Americans; and the types of technology and digital media used 
to improve knowledge, attitudes, and behavior related to nutrition and 
physical activity among children; and 3) Ethnographic research, in which 
semi -structured interviews and site visits with nutrition education experts 
to gather best practices for maximizing the use of technologies to educate 
children about nutrition. The results of this project can be used to inform 
federal nutrition education policy and programs, aid in the development of 
nutrition education guidance and communication strategies, and inform the 
development of effective nutrition education interventions targeting behavior 
change. The contractor identified below provided research support for the 
project . 


Total Project Cost: 
Amount Spent to Date: 
Start Date: 

Completion Date: 

Name of Contractors: 
Congressional Mandate: 


$264,971 
$244,138 
October 2010 
March 2012 

IMPAQ International, LLC 

Yes - Study supports implementation of 

mandated Dietary Guidelines 


The Low-Cost, Mode rate -Cost, and Liberal Food Plans 


The USDA's Low-Cost, Moderate-Cost, and Liberal Food Plans need to be revised 
to reflect the 2010 Dietary Guidelines for Americans , food consumption 
patterns, and food composition data. Each plan serves a number of purposes. 
For example, the Low-Cost Food Plan is used often by bankruptcy courts to 
determine the portion of income someone filing for bankruptcy needs to 
allocate to necessary food expenses. The value of the Moderate-Cost and 
Liberal Food Plans are used by the Department of Defense to determine the 
Basic Allowance for Subsistence rates for enlistees. During 2013, the CNPP 
will update these plans. The methods used to update the Thrifty Food Plan, 
which is used to establish SNAP allotments, will be applied to the update of 
these higher cost plans. 


Total Projected Cost: 
Amount Spent to Date: 
Start Date: 


1.0 FTE per year 
0.0 FTE 
Late 2013 
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Completion Date: 2014 

Name of Contractor: In-house 

Congressional Mandate: No 


FNCS STAFF YEARS 

Mr. Kingston: Provide a table that shows the number of staff funded by 
each appropriation provided under the Food, Nutrition and Consumer Services 
heading. Please show the CNPP staff years on separate lines. 

Response: The information is provided for the record. 

[The information follows:] 


STAFF YEAR DISTRIBUTION 

(From All Sources of Funds) 



Project 

2011 

Actual 

2012 

Estimate 

2013 

Estimate 

Supplemental Nutrition Assistance Program 

125 

166 

166 

Child Nutrition Programs 

155 

163 

163 

Team Nutrition 

13 

13 

13 

Commodity Assistance Program 

2 

2 

2 

Supplemental Nutrition Program for Women, 

Infants and Children 

22 

23 

23 

Nutrition Programs Administration 

1,021 

968 

968 

Center for Nutrition Policy and Promotion 

32 

32 

32 

Total Available 

1,370 

1,367 

1,367 


NUTRITION EDUCATION AND INFORMATION 


Mr. Kingston: FNS makes available nutrition education and information 
to all Americans regardless of income. How much of your total agency budget 
is spent on nutrition education and information? How many other USDA 
agencies conduct nutrition education and information programs? How do you 
coordinate with other agencies to ensure that you are not duplicating 
efforts? What is the total Department spending in nutrition and education? 

Of this total Department -wide spending, what amount is directed towards 
obesity? 

Response: The Department of Agriculture as a whole spent approximately 
$1,382 billion in fiscal year 2011 on nutrition education and research and 
proposes to spend $1,301 billion in fiscal year 2012, Of that total FNS 
expended $1.1 billion in 2011 and plans to spend a slightly lower level in 
2012. The Agricultural Research Service, the Economic Research Service, the 
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Food and Nutrition Service and the National Institute of Food and Agriculture 
all contribute to the Department's nutrition education and research goals. 
From a categorical perspective, funds used to support the Department's 
obesity and healthy weight programs totaled $1,308 billion in 2011 and $1,230 
billion in 2012. 

FNS ' nutrition education activities differ from other Federal efforts 
because they are targeted to nutrition assistance program participants. The 
focus of nutrition education in the FNS programs is on promoting healthy 
eating and physical activity behaviors as a preventive approach for 
addressing diet related health risks including overweight and obesity, with a 
particular focus on the needs of low- income people and the challenges of 
choosing a healthy diet with limited resources. As these programs serve 1 in 
4 Americans over the course of a year, the investments listed above actually 
translate into relatively modest per participant expenditures. 

The Department of Health and Human Services (DHHS) shares 
responsibility with CNPP and other USDA agencies to provide nutrition 
information for the general public. The CNPP and DHHS work together to 
prepare the Dietary Guidelines for Americans , the nation's basic nutrition 
policy, and a number of DHHS agencies use nutrition education and promotion 
as part of disease reduction and treatment strategies. As noted above, 
within the USDA NIFA also provides nutrition education, and the National 
Agricultural Library provides nutrition information and education resources 
as part of their information services. The USDA Human Nutrition Coordinating 
Committee (HNCC) is the primary mechanism for advancing ongoing collaboration 
among all of the USDA agencies. The Committee consists of representatives of 
the USDA mission areas that carry out these functions, including FNS as well 
as representatives from DHHS. The Committee meets quarterly to discuss and 
share current work, emerging issues and future plans. The purpose of the HHCC 
is "...to ensure that ...all activities related to public education and 
information relating to human nutrition is carried out in an integrated and 
coordinated manner. . . " 

In pursuing their specialized missions, FNS and CNPP work with these 
and other Federal agencies to ensure that nutrition education activities are 
coordinated and effective, messages are based on sound science, and 
duplication of effort is avoided. 

• To coordinate policy and program activities, FNS and CNPP participate in 
Federal interagency committees, such as the Dietary Guidance Working 
Group, the Human Nutrition Coordinating Committee, HealtherUS Workgroup; 
Interagency Child Care Group, and the Nutrition and Food Safety Education 
Committee. 

• A number of FNS nutrition education activities reflect partnerships with 
other Federal agencies. The Fruits and Veggies, More Matters partnership, 
for example, to promote increased consumption of fruits and vegetables, 
involves other USDA agencies and the Centers for Disease Control and 
Prevention (CDC) . Similarly, the Department of Education and CDC works 
with FNS as a supporter of local school wellness policies and Team 
Nutrition, our school-based nutrition education effort. 

FNCS makes every effort to share and collaborate on nutrition education 
and information materials. FNCS works with other Federal agencies in 
developing new materials to take advantage of specialised expertise, maximize 
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the use of limited resources, ensure consistency and avoid duplication. FNCS 
also permits other agencies to join in print orders on new nutrition 
education products, reducing costs. FNCS shares completed materials through 
USDA's National Agricultural Library. FNCS also encourages collaboration 
among the federal nutrition assistance programs at the State and local levels 
by encouraging State programs to work together to plan and implement 
collaborative nutrition education interventions around a common goal. 


STATE MATCH REQUIREMENTS 

Mr. Kingston: Please list for the record the FNS programs that require 
state matching funds, and the percentage required. 

Response: The information is provided for the record. 

[The information follows:] 

There are two matching requirements for the Food Distribution Programs: 

1. The Food Distribution Program on Indian Reservations (FDPIR) requires 
that each participating Indian Tribal Organization (ITO) or State 
agency match 25 percent of approved administrative expenses. With 
compelling justification, ITOs or State agencies may be granted a lower 
match . 

2. In the Emergency Food Assistance Program (TEFAP) , each State agency is 
required to match, either cash or in-kind, each dollar of 
administrative funds received and retained by the State for State-level 
costs or made available to eligible agencies that are not considered 
emergency feeding organizations. Any funds passed through to emergency 
feeding organizations, such as food pantries, food banks, and soup 
kitchens, or spent on behalf of such emergency feeding organizations, 
are not required to be matched. 

There are two matching requirements for the Child Nutrition Programs: 

1. The State Revenue Matching Requirement (SRMR) is an annual match in 
order to receive National School Lunch Program (NSLP) general cash 
assistance funds. For each school year, the amount of State revenues 
appropriated or used specifically by the State for program purposes 
must not be less than 30 percent of the funds received by the State 
under section 4 of the National School Lunch Act during the school year 
beginning July 1, 1980. The State revenues derived from the operation 
of these programs and State revenues expended for salaries and 
administrative expenses at the State level are not considered in this 
computation; however, if the per capita income of any State is less 
than the per capita income of the United States, the matching 
requirements computed will be decreased by the percentage by which the 
State per capita income is below the per capita income of the United 
States . 

2. The State Funding Requirement (SFR) is an annual match in order for the 
State to receive federal State Administrative Expense (SAE) funds. 

This requirement is based on the amount of funds a State contributed 
towards the administration of the Child Nutrition Programs for Fiscal 
Year 1977. As provided for in the Child Nutrition Act, States must 
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spend at least as much from State revenues for the administration of 
the NSLP, School Breakfast Program (SBP) , Special Milk Program (SMP) , 
and Child and Adult Care Food Program (CACFP) , as they did for Fiscal 
Year 1977. 

There is one matching requirement in the Special Supplemental Nutrition 
Program for Women, Infants, and Children (WIC) Program: 

1. State agencies participating in the WIC Farmers' Market Nutrition 

Program (FMNP) must provide State, local or private funds, or program 
income equal to not less than 30 percent of their total FMNP 
administrative costs. In certain situations, Indian State agencies can 
provide a lower percentage of matching funds, but not lower than 10 
percent of the administrative cost of the program. 

For Supplemental Nutrition Assistance Program (SNAP) , USDA funds SNAP 
benefits at 100 percent. USDA also reimburses State administrative costs at a 
50 percent match rate. In addition, USDA provides 100% federally funded 
grants to State agencies annually for administrative costs of operating an 
E&T program. State spending on SNAP E&T beyond this grant is reimbursed at 
50 percent. 


Mr. Kingston: Please provide an organizational chart for the Nutrition 
Programs Administration account for fiscal year 2012. What is the actual 
level of staffing expected for fiscal years 2012 and 2013? 

Response: The information is provided for the record. 

[The information follows:] 
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The actual level of Nutrition Programs Administration staffing expected is 
1,000 for each fiscal year 2012 and 2013. 


Mr. Kingston: Please provide a table with all mandatory funding that 
is provided in authorizing language for FNS programs in fiscal years 2011 and 
2012. List the name, program and amount. 

Response: The information is provided for the record. 

[The information follows:] 


Name 

Program 

FY 2011 
Funding 

FY 2012 
Funding 

Alternative Meal Claiming Evaluation 1 

CNP 

$5,000,000 

0 

CACFP Nutrition and Wellness Study 1 

CNP 

5,000,000 

0 

CACFP Nutrition Technical Assistance 1 

CNP 

10,000,000 

0 

Direct Certification Performance 

Bonuses 1 

CNP 

0 

$4,000,000 

Food Service Management Institute 

CNP 

5,000,000 

5,000,000 

Fresh Fruits and Vegetables - Grants to 
States 2 

CNP 

109,000,000 

137,000,000 
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Name 

Program 

FY 2011 
Funding 

FY 2012 
Funding 

Grants to States - Administrative 

Revi ew { TAR ) 

CNP 

4, 000,000 

4,000,000 

Indirect Cost Study 1 2 

CNP 

2,000,000 

0 

Information Clearinghouse 

CNP 

250,000 

250,000 

Medicaid Direct Certification 

Evaluation 1 

CNP 

5,000,000 

0 

Professional Standards - Foodservice 1 

CNP 

5,000,000 

1,000,000 

Technical Assistance - Program 

Integrity (TAP) 

CNP 

4,000,000 

4,000,000 

Senior Farmers Market Nutrition Program 

CAP 

20,600,000 

20,600,000 

WIC UPC Database 

WIC 

1,000,000 

1,000,000 


1 Provided in the Healthy, Hunger-Free Kids Act of 2010 {P.L. 111-296) . 

2 For FY 2011, the transfer from Section 32 funds was scheduled to occur on 
July 1, 2011; however, the Full-Year Continuing Appropriations Act, 2011 
delayed $117,000,000 of the transfer until October 1, 2011. For FY 2012, the 
transfer from Section 32 funds was scheduled to occur on July 1, 2012; 
however, the Agriculture, Rural Development, Food and Drug Administration, and 
Related Agencies Appropriations Act, 2012 delayed $133,000,000 of the transfer 
until October 1, 2012. 
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QUESTIONS SUBMITTED BY REPRESENTATIVE CYNTHIA LUMMIS 
WIC AND SNAP PARTICIPANTS 

Ms. Lummis : Categorical eligibility is reflected in the statistics as 
being solely responsible for around 3% of WIC and SNAP participation. These 
are people who do not meet the program's income and asset requirements. How 
many participants in WIC and SNAP have missing or unreported data on their 
income or assets? 

Response: Data from the Quality Control system show that in 2010, about 
75% of SNAP participating households were not required to report data on 
assets because the data was not required for eligibility determination under 
categorical eligibility, including broad-based categorical eligibility. 
(Income data is required for all SNAP cases in order to determine both 
eligibility and benefit levels.) As the question suggests, only a small 
percentage of participants who qualify through categorical eligibility would 
not be determined to be eligible for the program under regular program rules. 

Data from WIC certification records reported by States and collected in 
USDA's 2010 WIC Participant and Program Characteristics Report (WIC PC) shows 
that income information was not available for 7.7 percent of WIC participants 
in 2010. States reported that 91.9 percent of participants with missing 
income information were adjunctively eligible based on participation in 
Medicaid, SNAP, or TANF. WIC participants may also be determined 
adjunctively eligible based on participation in other means-tested programs 
with income eligibility thresholds no greater than the eligibility threshold 
for WIC; participation in those programs is not reported in WIC PC. 
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QUESTIONS SUBMITTED BY REPRESENTATIVE ROSA DELAURO 
WIC AND SNAP 


Ms. Delauro: Mr. Undersecretary, we have debated every nutrition 
program that you administer. But I wonder if we can spend a bit more time 
discussing the differences between WIC and SNAP. 

As I see them, WIC is primarily a public health program, focused on women, 
infants, and children that are at "nutritional risk." WIC includes critical 
nutrition education work like the document that Congressman Latham, 
Congresswoman Emerson, and I have already mentioned in today's hearing. 

SNAP is this country's leading anti -hunger program, helping to ensure that 
individuals and families across the country can afford enough food to lead 
healthy, successful lives. 

Is that a fair understanding? Can you tell me a bit more about the different 
intents and approaches of the two programs? 

Response: I would agree with your characterization of the two programs. 

The Supplemental Nutrition Assistance Program (SNAP) is intended to 
enable eligible low-income households to improve their diets by increasing 
food purchasing power using benefits that are redeemed at retail grocery 
stores across the country. Benefit levels are adjusted according to national 
standards designed to ensure that participating households have adequate 
combined resources from their benefits and their own funds to purchase a 
healthful, minimal cost diet. Benefits are 100 percent Federally-financed, 
while administrative costs are shared between the Federal and State 
governments. In comparison to other food and nutrition programs that target 
specific populations, SNAP is available to all those who meet the income and 
non-f inancial requirements regardless of age or other characteristics. 

The major objective of the Special Supplemental Nutrition Program for 
Women, Infants and Children (WIC) is to address the nutrition needs of low- 
income pregnant, breastfeeding and postpartum women, infants and children up 
to five years of age who are found to be at nutritional risk. WIC provides 
funding to States for supplemental foods tailored to the nutrition needs of 
each participant, health care referrals, and nutrition education, along with 
administrative costs. WIC is augmented in some localities by the Farmers' 
Market Nutrition Program, which provides fresh produce to WIC participants. 


NUTRITION PROGRAMS 


Ms. Delauro: Over the past year, I have heard some individuals claim 
that there is an overwhelming amount of duplication for federal anti-hunger 
and nutrition programs. That low- income individuals and families receive too 
much food assistance from too many federal programs. 

I would point out that that the underlying problem here is not the federal 
programs, but the real problem of hunger in our country. Nearly 1 in 5 
Americans - just under 50 million individuals - struggled to feed themselves 
and their families in 2010. In 2009, 65% of adults indicated that they had 
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been hungry but did not eat because they could not afford enough food. Some 
estimate that the total cost of hunger to our society - lower work 
productivity, increased illness, etc. - total over $75 billion a year. The 
Center for American Progress has estimated that the true cost of hunger for 
our country is $167.5 billion in lost economic productivity, increased public 
education, increased health care spending, etc. 

Mr. Concannon, can you tell us about the various anti -hunger and nutrition 
programs that you coordinate? How are they different? For example, what 
sets CSFP apart from SNAP and how would seniors that rely on CSFP be affected 
by cuts to the program or the elimination of the program? 

Response: As the President has said many times, reducing overlap and 
duplication in the Federal government is critical to efficiency and 
effectiveness, and the Administration has proposed to terminate more than 200 
programs government -wide. But nutrition assistance is one area where 
multiple programs reflect a diversity of needs, not duplication of effort. 

The array of programs that Congress authorized over the last 40 years 
is designed to form a nutrition safety net to prevent hunger and poor 
nutrition. SNAP is designed to provide basic nutrition assistance to all 
those who qualify by virtue of their low incomes and limited resources. 

Other more specialized programs target the diverse needs of different groups, 
and operate in different settings. For example, CSFP provides nutritious 
food packages to clients, primarily low-income seniors. Some clients appear 
to prefer the food packages provided through CSFP over SNAP benefits, while 
others may simultaneously participate in both programs to meet their 
nutritional needs. Reduced funding for CSFP would limit or eliminate these 
options for these clients. 

For programs with similar purposes or benefits— such as SNAP and the 
Food Distribution Program on Indian Reservations (FDPIR) - simultaneous 
participation in both is prohibited. And in practice, relatively few 
households stack program on top of program: among the families that 
participate in at least one of the four major programs - SNAP, WIC, 
free/reduced price school lunch and free/reduced price school breakfast - 
about 40 percent participate in only one, and only six percent participate in 
all four. 
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QUESTIONS SUBMITTED BY REPRESENTATIVE SANFORD D. BISHOP 
SCHOOL LUNCHES 


Mr. Bishop: I think all of us are pleased with the attention and focus 
which First Lady Michelle Obama has brought to the issue of child nutrition 
and the national school lunch program. There is no question in my mind that 
this initiative will improve the health and vitality of our young people in 
the long run, and serve as a major step forward in improving their nutrition. 
One of the major concerns with the new program and rules, quite frankly, is 
the potential "undue cost" which may be imposed on local school budgets - 
coming in the form of higher food costs, increased logistical demands on 
schools, or purchasing behavior that is more difficult to predict. I noticed 
with some interest that the Department has only requested $35 million to 
"help schools purchase equipment to serve healthier meals and expand the 
breakfast program." In reality, I would guess that between my District, and 
the Districts represented on this panel, we could collectively use those 
funds for our schools districts alone! 

Frankly, Mr. Concannon, my school districts are strapped, and can't bear many 
more mandates from Washington. How do we ensure that there is an adequate 
balance reached here - between improved nutrition and the new incremental 
costs which ultimately will be borne by local school districts? 

Response: The Healthy, Hunger-Free Kids Act of 2010 (HHFKA) provided 
three important tools to help school food authorities (SFAs) ensure they have 
the revenue they need to offer healthy and appealing meals. 

• Beginning October 2012, SFAs that demonstrate they have implemented the 
new meal standards will receive an additional 6 cents for each lunch 
served. In addition, the HHFKA requires that schools set an adequate 
price for paid lunches so that schools receive as much revenue from paid 
lunches as the Federal reimbursements provide for free lunches. 

• The HHFKA also requires that schools set adequate prices for foods sold 
outside of the reimbursable meal so that revenues received from the sale 
of non-program foods equal the cost of obtaining and providing them. When 
taken together, the additional Federal reimbursement provided for improved 
meals and the non-Federal revenue generated by the common sense business 
practices will, on average, provide ample revenue for schools to meet the 
new meal requirements. 

• The FY 2009 American Recovery and Reinvestment Act (ARRA) and the FY 2010 
Agricultural appropriation provided $125 million for NSLP Equipment Grants 
and awarded funds to nearly 6,500 of the 25,000 school districts that 
applied for funding. While many school districts and local schools 
benefited greatly from these grant awards, the majority of school 
districts in need did not receive any funding. In short, there still 
remains significant unmet need to extend foodservice equipment funds to 
schools and school districts to replace out-dated equipment with newer 
models designed to improve both the efficiency of operations and the 
quality and safety of meals. In addition to the pre-existing need, the 
new meal patterns have set vigorous new requirements for nutritional 
standards for school meals. Therefore, an additional $35 million is being 
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requested in the FY 2013 budget which would make a significant investment 
in meeting the unmet need for equipment upgrades. 

USDA is committed to continue pursuing additional funding to help school 
districts purchase equipment necessary to meet the new and required 
emphasis on more fresh fruits and vegetables in school meals, improve food 
safety, bolster healthier preparation methods, improve energy efficiency, 
and expand access. 


INCOME ELIGIBILITY VERIFICAITON FOR WIC 


Mr. Bishop: As you know, the WIC program provides grants to States for 
supplemental foods, health care referrals, and nutrition education for low- 
income pregnant, breastfeeding, and non-breastfeeding postpartum women, and 
to infants and children up to age five who are found to be at nutritional 
risk. This is a critical program that in 2010 improved nutrition for more 
than 83,000 Georgia infants alone. I am concerned, however, that more than 
half of all infants in the U.S. are enrolled in the WIC program. This far 
exceeds the percentage of low-income families in the U.S. In Georgia, WIC 
eligibility is set at 185% of the Federal Poverty Level or $41,348 for a 
family of 4. However, I have learned that as a result of "direct" 
eligibility, there are many states where income eligibility for their 
Medicaid or CHIP programs is set as high as 300% of the Federal Poverty 
Level, which means a family of 4 could make as much as $67,050 a year and 
still qualify for these benefits. Infants in these households can be 
automatically enrolled in WIC. It just makes sense, as we look to programs 
like SNAP to reduce their error rates, that we require our partners in the 
states to consistently apply reasonable income eligibility levels for WIC and 
universally apply income verification to WIC beneficiaries. 

Why hasn't FNS provided the states with clear guidance on income verification 
and why aren't you all auditing the states like you do with SNAP to ensure 
that only those meeting the 185% standard are receiving WIC benefits? 

Response: Income eligibility for the WIC Program is established by law 
to be at or below 185 percent of the Federal Poverty Income Guidelines issued 
by the Department of Health and Human Services each year. Federal statute and 
regulations further stipulate that all State agencies must require WIC 
applicants to provide documentation of family income at certification. When 
an applicant is determined to be adjunctively or automatically income 
eligible. State agencies require applicants to provide documentation of their 
eligibility for the program that makes them income eligible. 

In the WIC Program, "documentation of income" means presentation of 
written documents, such as current pay or unemployment benefits stubs, 
earnings statements, W-2 forms with the corresponding income tax return, or 
other appropriate documents sufficient for establishing the current family 
income level of the entire economic unit. Documentation substantiating 
reported income for all members of the economic unit must be available. 

Public Law 105-336, the Federal statute that established these documentation 
requirements for WIC income eligibility determinations, also provides for 
limited exemptions from the documentation requirement for situations that 
pose unreasonable barriers to participation. In such instances, which may 
include homelessness, working only for cash, or zero income, a WIC State 
agency may allow the applicant to self-declare her household income {or lack 
thereof), accompanied by the applicant's signature on a statement specifying 
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why s/he cannot provide documentation of income or affirming that the 
household has no income at all . 

State agencies must require that local agencies maintain a record of 
documentation used to establish an applicant's income eligibility. State or 
local agencies may wish to photocopy (or scan in) the actual documentation 
and place it in the applicant's case file. However, when State agencies deem 
this impractical, they must require that a notation be placed in an 
applicant's file of the specific type(s) of document that was viewed. This 
procedure applies whether an applicant is certified under adjunct, automatic, 
or traditional income eligibility determination processes. The notation may 
consist of checking off an appropriate annotated box on a State agency- 
developed form (paper or electronic) . Both income and family size must be 
recorded. When a certifier is satisfied that an applicant is legitimately 
reporting zero income, the applicant's signature on the application form will 
suffice as documentation. WIC State agencies must have these procedures in 
place at all local agencies, where individual income eligibility 
determinations are made. 

FNS and each State agency then conduct regular management evaluations, 
at the State and local agency levels, respectively, to ensure compliance with 
these legislative and regulatory requirements. State agencies must review 
100 percent of their local WIC agencies every two years, and FNS reviews all 
WIC State agencies on a three year cycle. 


FOOD DESERTS 

Mr. Bishop: Part of the First Lady's Let's Move Initiative involves 

expanding the availability of nutritious food to recently-identified food 
deserts— these are low- income communities that USDA has determined do not have 
ready access to healthy and affordable food. Despite the fact that we are 
leading producers of fruits, vegetables and nuts, much of my District has 
been defined as a food desert. The focus is on increasing Federal and 
private investments in these areas to equip them with additional grocery 
stores, small retailers, corner stores, and farmers markets. Last year, Mr. 
Concannon, you told this Subcommittee that FNS needs better information to 
determine whether areas with limited access have inadequate access to healthy 
foods . 

You suggested that better measures of access, information on food prices, and 
data on the relative availability of all food types, not just healthy food 
items, were needed to authoritatively describe food deserts -"USDA stands 
ready to explore all of these areas through research, analysis, and 
eventually, policy, if needed," you told us. The Healthy Incentives Pilot has 
been a step in the right direction, but it is going to produce a limited 
amount of data and it is taking time to stand that pilot up and get reliable 
feedback. Can you show us where else in the Budget are we investing in 
collecting this type of information? 

Response: We have a number of projects underway using funding from 
prior years. One important example is the National Household Food 
Acquisition and Purchase Survey. FNS joined with ERS to design and implement 
this survey, will gather information on all food acquired (paid for and 
other) by a nationally representative sample of households over the course of 
one week. This survey will be the first time that detailed item-level data 
is collected for both food acquired for use at home and food acquired away 
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from home, the latter representing an average of 41% of household food 
spending in 2010, 

USDA will use these' data to address a number of critical unanswered 
questions about food availability and choices among the low-income 
population. For example, the data will allow us to better understand how food 
prices and household income influence American's food choices and the dietary 
quality of their purchased and otherwise acquired food. For the first time, 
we will have nationally-representative information on what food items are 
purchased by SNAP participants with their benefits and what foods they 
purchase using other resources. More generally, the new data will allow 
examination of consumers' patterns of shopping behavior and food choice; 
influences of price and income on purchases and nutritional quality; how 
knowledge and attitudes about health, diet, and nutrition influence food 
choices and diet quality; and how SNAP participation impacts nutrition 
content of foods purchased— including food away from home. 

Using data from this new survey, we will also investigate if and how 
food security status of SNAP participants and eligible non-participants is 
associated with what food they purchase or otherwise acquire. Specifically 
related to food access, we will also investigate how access to retail outlets 
of different types influences food purchases and the resulting dietary 
quality of those purchases. Results will be published beginning in 2014. 

Beyond this, the President's Budget request includes continued funding 
to support a range of important program assessment and data collection 
activities. Specific plans for the use of these funds will be based on both 
internal review of USDA needs and priorities, and solicitation of ideas from 
external stakeholders. 


SNAP OUTREACH 

Mr. Bishop: We know that the rate at which SNAP-eligible folks are 
enrolled and receiving benefits varies substantially by State and locality. 

In 2010, 74% of Georgians who were eligible to participate in SNAP received 
benefits. This put Georgia's ranking at 26th among the States. 

I see we're funding a host of different activities to boost 
participation rates, including media campaigns, grants to improve offices' 
efficiencies at processing applications, and resources that can be used "off 
the shelf" or customized for use by States or communities. I'd like to hear 
your thoughts on the strategies that are working best with respect to 
increasing SNAP participation and I'd be curious to know why we still have 10 
States that do not have SNAP outreach plans. Should this still be optional 
for States operating SNAP programs? 

Response: USDA is committed to facilitating access to SNAP for the 
neediest households and underserved populations such as the elderly and low- 
income working individuals and families. A variety of strategies are 
necessary in order to reach those in need. To this end, the Food and 
Nutrition Service (FNS) works closely with State agencies to identify 
activities that target eligible low-income people who are not currently 
participating in SNAP and to share information about the nutrition benefits 
of SNAP. State agencies are in the best position to assess local needs and 
resources and may provide outreach as part of a formal plan or through less 
formal methods. The number of States with formal outreach plans increased 
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from 23 in fiscal year (FY) 2006 to 40 in FY 2011. Through outreach plans. 
States can partner with local food banks and community organizations that 
provide SNAP application assistance to the populations they are already 
serving. This has proven to be an efficient and effective outreach strategy. 
FNS reimburses up to 50 percent of the allowable administrative costs for 
these activities. 

FNS offers a variety of policy options and waivers that can provide 
administrative relief to States and streamline the application processes for 
applicants thus improving access. For example, FNS encourages States to 
adopt maximum certification periods (24 months for households in which all 
adult members are elderly or disabled and 12 months for all other 
households) ; target the duration and content of the interviews to high risk 
applicants; reduce required verification; perform telephone interviews 
instead of face-to-face interviews. In addition. States may apply for 
waivers to postpone the interview for certain destitute households; waive the 
interview at recertification for elderly and disabled households with no 
income; and allow recipients to call the State for an unscheduled interview 
during normal business hours. 

FNS also approves demonstration projects that test streamlined 
application procedures such as Combined Application Projects that allow 
applications for Supplemental Security Income (SSI) to jointly apply for 
SNAP. These projects are extremely well-received by participants and State 
Agencies. In addition, data indicates State Agencies with CAPs have a higher 
level of applications from the SSI population. 



421 


QUESTIONS SUBMITTED BY REPRESENTATIVE MARCY KAPTUR 
FARM TO SCHOOL QUESTIONS 

Ms. Kaptur: FNS is requesting $2.1 million in FY 13 for the Farm to 
School Team. Please describe for the record some of the Team's work in FY 
12 . 


Response: Thus far, during fiscal year (FY) 2012, the Farm to School 
Team created and distributed a number of resource materials for schools, 
local or regional farmers, ranchers, food processors, manufacturers, and 
community partners. Our primary distribution vehicle for these resources is 
USDA's Farm to School website ( http: //www. f ns .usda.gov/cnd/F2S/ ) . The website 
includes information on implementing farm to school programs, food safety, 
procurement policy and guidance. State government contacts, and an extensive 
list of farm to school related funding opportunities, resources, and research 
and evaluation tools. The Team has collaborated with several USDA agencies 
and community stakeholders to strengthen partnerships, enhance support, and 
improve technical assistance and resources for farm to school throughout the 
nation. The Team has reached out to farm to school stakeholders through 
numerous avenues including conferences, webinars, memoranda, and notices 
through the USDA's Farm to School listserv, which currently reaches nearly 
5,500 recipients. 

Many agencies within USDA have begun to include questions pertaining to 
farm to school implementation within various research vehicles. For example, 
the soon to be released USDA Food and Nutrition Service (FNS) School Food 
Purchase Study includes data about local procurement and farm to school 
programs, as does the Special Nutrition Program Operation Study. We also 
provided input and feedback to the Centers for the Disease Control and 
Prevention's (CDC) 2012 School Health Policies and Practices Study 
(SHPPS) . In addition, working in partnership with the USDA's Economic 
Research Service, the Team is developing a farm to school Census that will 
gather baseline data on farm to school activities across the country. We 
expect the Census will be distributed as early as fall 2012. 

As food safety is a key concern often cited by those wishing to work 
with local and regional producers, FNS joined forces with the Agricultural 
Marketing Service (AMS) to develop a week-long course called Produce Safety 
University (PSU) . PSU addresses each stage of food safety, from field to 
fork, and provides guidance and information on how to safely incorporate 
fresh, local produce into school meal programs. The course began in 2010 with 
85 school food service professionals and grew to 150 professionals in 
2011. There are five classes scheduled in 2012 with 30 participants each. 

In relation to food safety, AMS conducted three pilot projects on Good 
Agricultural Practices (GAP) audits to help determine if alternative 
certification methods are feasible for small and mid-sized farms, which 
typically participate in local farm to school efforts. The pilots concluded 
at the end of 2011; and AMS is exploring opportunities for expanding the 
project that focused on group certification. 

In 2012, AMS and FNS plan to conduct a Fresh Fruit and Vegetable Pilot 
to test an alternative method to purchasing fresh produce through the USDA 
Foods program and distributing the fresh produce to schools. The first phase 
of this pilot project is expected to be conducted in Michigan and Florida 
only. Due to a protest presented to the Government Accountability Office 
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(GAO) , this pilot has been delayed and, pending the resolution of the 
protest, could begin in summer or fall 2012. Assuming pilot implementation, 
results of the AMS Fresh Fruit and Vegetable Pilot would be available later 
in FY 2013. 

Farm to school is a key component of the Know Your Farmer, Know Your 
Food (KYF} initiative. KYF is a management initiative launched by Secretary 
Vilsack in 2009. It brings together staff from across USDA to coordinate, 
share resources, and publicize USDA efforts related to local and regional 
food systems. USDA recently published the Know Your Farmer, Know Your Food 
Compass ( http: //www.usda. /gov/ kyf compass ) , which details the progress of the 
local and regional food movement and chronicles the support USDA continues to 
provide to aid producers and connect buyers and growers . In regards to farm 
to school, the KYF Compass showcases several farm to institution projects 
from across the country. The Team has supported the development and outreach 
of the Know Your Farmer, Know Your Food Compass and Map. 

Finally, the Healthy Hunger-Free Kids Act of 2010, P.L. 111-296, 
provides $5 million annually, beginning in FY 2013, to provide grants and 
technical assistance to improve access to local foods in schools. Although 
funding will not be made available until FY 2013, to expedite the allocation 
of these funds to grantees once they are available, the Farm to School Team 
will issue the request for applications for the Farm to School grants as 
early as spring 2012. 


Ms. Kaptur: Did USDA's Farm to School Team provide assistance to 
schools or farmers in my Congressional District during FY 12 or previously? 

If so, please describe the assistance provided. 

Response: There are several innovative farm to school initiatives in 

Ohio's Ninth Congressional District including the Center for Innovative Food 
Technology (CIFT) , which supports local food through workshops, community 
garden initiatives, and the new Northwest Ohio Cooperative Kitchen. Ohio 
schools are embracing farm to school efforts most notably in salad bars and 
during National School Lunch Week. Fourteen Ohio school districts 
participated in a "buy local" day during National School Lunch Week. As but 
one example of innovative farm to school approaches, Sandusky City Schools 
works with Jones Farms and Culinary Vegetable Institute in Milan, Ohio, to 
run a program that teaches farming and the benefits of eating fresh produce 
to sixth graders. 

One way that USDA supports farm to school in your district is by 
providing a farm to school contact at the USDA Food and Nutrition Service's 
(FNS) Midwest Regional Office. The Regional Office contact provides 
assistance to schools and local and regional producers of all kinds within 
their designated territories. As noted above, the Farm to School Team has 
provided a number of resource materials for schools, producers, and community 
partners through USDA's Farm to School website 

( ht b p : / /www . f ns . usda . gov/ end/ F2 S / ) . In addition, notices are sent 
periodically to recipients of the USDA Farm to School listserv that identify 
resources or provide assistance for farm to school implementation. 

Finally, please note that Ohio has received several USDA grants over 
the years that support farm to school initiatives. In 2009, the Corporation 
for Findlay Market in Cincinnati received a Community Food Project grant to 
develop an after-school garden program. In both 2009 and 2010, the Ohio 
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Department of Agriculture received Specialty Crop Block Grants. The 2009 
grant focused on increasing specialty crop consumption in schools; and the 
2010 grant enabled the creation of a mobile garden unit. 


FARMERS' MARKET & RELATED QUESTIONS 

Ms. Kaptur; For years, I have been a strong proponent of utilizing 
SNAP dollars at local farmers' markets so I was pleased to see this as part 
of FNS' strategic goals for FY 13. Please describe how you plan to overcome 
the many challenges of using SNAP benefits at farmers' markets. 

Response: It is a USDA priority to ensure that SNAP participants have 

access to the fresh and nutritious food available at farmers' markets. USDA 
looks for opportunities to increase farmers' market participation, and to 
leverage their ability to reach potentially eligible clients. Between fiscal 
years (FY) 2006 and 2010, the number of farmer's markets and direct marketing 
farmers participating in SNAP increased by 263 percent. In FY 2011, the 
number of participating markets and farmers increased from 1,611 to 2,445, 
and SNAP redemptions increased from over $7 million to over $11 million. 

USDA has streamlined the waiver process that farmers' markets must 
pursue to use scrip, token, or receipts at the market or to establish an 
incentive program offering bonus dollars for the purchase of additional 
produce with SNAP benefits. This not only simplifies the process for 
farmers' markets, but reduces the SNAP State agency requirements. 

In addition, FNS supports Farmers' Market Incentive Projects, which 
provide matching bonus dollars (paid for with private funding from 
organizations such as the Wholesome Wave Foundation) to SNAP and Special 
Supplemental Nutrition Program for Women, Infants and Children (WIC) clients 
for purchases made with program benefits. 

The 2012 USDA appropriation includes $4 million to support the purchase 
of wireless electronic benefit transfer (EBT) equipment for farmers' markets. 
Under regular SNAP rules, EBT equipment is provided free of charge and the 
expense is shared by the SNAP State agency and FNS; however, farmers' markets 
often cannot take advantage of such equipment because it requires electricity 
and a phone line. This funding will alleviate a major barrier to 
participation and complement the Farmer's Market Promotion Program grants 
administered by USDA's Agricultural Marketing Service (AMS). 

Finally, as part of the Healthy Incentives Pilot project currently 
underway in Massachusetts, FNS is supporting three pilots that include 
alternate and innovative methods of conducting wireless EBT transactions that 
have promise for farmer's market locations. We fully support these 
innovative trials and look forward to the results. 


Ms. Kaptur: From my understanding, very few farmers' markets 
participate in all of the SNAP, WIC, Farmers' Market Nutrition and Seniors 
Farmers' Market Nutrition Programs. What is FNS doing to encourage vendors 
to participate in all four programs? 

Response: USDA has made participation in our various nutrition 
programs at farmers' markets a priority. For example, SNAP has seen an 
increase in farmers' markets accepting SNAP benefits over the past seven 
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fiscal years (FY) . Between FY 2006 and 2010, the number of farmers' markets 
and direct marketing farmers participating in SNAP increased by 263 percent. 
In FY 2011, the number of participating markets and farmers increased from 
1,611 to 2,445, and SNAP redemptions increased from over $7 million to over 
$11 million. 

USDA has established an online SNAP application process that farmers' 
markets can use to apply for participation. FNS has provided practical 
guidance through its website and Farmers' Market Handbook which was developed 
in partnership with the Project for Public Spaces. FNS has streamlined the 
waiver process that farmers' markets must pursue to implement a scrip or 
bonus incentive demonstration project. The scrip project allows markets to 
redeem benefits for all vendors at the market using only one point-of-sale 
device to issue scrip, token, or receipts. FNS supports incentive projects 
that provide matching "bonus" dollars for purchases made with SNAP benefits. 
The incentives, paid for with private funding from organizations such as the 
Wholesome Wave Foundation, are provided to SNAP and Special Supplemental 
Nutrition Program for Women, Infants and Children (WIC) clients for purchases 
made with program benefits. 

The 2012 USDA appropriation includes $4 million to support the purchase 
of wireless electronic benefit transfer (EBT) equipment for farmers' markets. 
Under regular SNAP rules, EBT equipment is provided free of charge and the 
expense is shared by the SNAP State agency and FNS; however, farmers' markets 
often cannot take advantage of such equipment because it requires electricity 
and a phone line. This funding will alleviate a major barrier to 
participation and complement the Farmer's Market Promotion Program grants 
administered by USDA's Agricultural Marketing Service (AMS). 

Finally, as part of the Healthy Incentives Pilot project currently 
underway in Massachusetts, FNS is supporting three pilots that include 
alternate and innovative methods of conducting wireless EBT transactions that 
have promise for farmers' market locations. We fully support these 
innovative trials and look forward to the results. 

Participation in the WIC Farmers' Market Nutrition Program (FMNP) 
and/or the Senior Farmers' Market Nutrition Program (SFMNP) is a State agency 
option; some States do not have the administrative or financial resources to 
operate these programs. Federal FMNP and SFMNP regulations require 
participating State agencies to ensure that an appropriate number of farmers, 
farmers' markets and/or roadside stands, and (in the SFMNP) community 
supported agriculture programs (CSAs), are authorized for adequate recipient 
access in the area(s) proposed to be served and for effective management of 
the farmers, farmers' markets and/or roadside stands, and CSAs by the State 
agency . 

While WIC is operated by every State, as well as 34 Indian Tribal 
Organizations, five United States Territories, and the District of Columbia, 
authorization of farmers to accept cash value vouchers (CWs) issued to WIC 
participants is determined at the discretion of the WIC State agency. 

Federal WIC regulations provide all State agencies the option to authorize 
farmers to accept WIC CWs, but to date, only 12 WIC State agencies have 
authorized farmers to accept CWs. WIC State agencies have been encouraged 
to work with their State Departments of Agriculture to explore the potential 
for expanding CW authorizations to farmers, but many of them have cited 
administrative difficulties (e.g., selection, authorization, training and 
monitoring) in doing so. 
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Economic constraints faced by WIC participants are also a key factor; 
the actual number of CW transactions at farmers' markets in those States 
where farmers are allowed to accept them has been extremely low, primarily 
because WIC participants can rarely afford to make a separate trip to the 
farmers' market when they can use their CWs at the grocery store where they 
obtain the rest of their WIC food items. 

FNS is working with several State agencies to explore the feasibility 
of transacting FMNP, SFMNP, and WIC CWs (known as Cash Value Benefits, or 
CVBs, when WIC benefits are provided via an Electronic EBT system) at 
farmers' markets. Because these supplemental food programs involve more than 
a direct exchange of funds for food items, as in SNAP, there are additional 
levels of reconciliation and accountability that must be built into the 
systems before they can operate within the parameters of the Federal 
regulations governing WIC, FMNP, and SFMNP. 

At the Federal level, FNS and Department staff continue to collaborate 
on farmer and farmers' market activities, and to work with our partners to 
discover ways to increase accessibility of our nutrition assistance programs 
at farmers' markets. 

Ms. Kaptur: A recent report from FNS stated that one of the largest 
barriers for vendors such as farmers' markets trying to participate in SNAP 
was the application process. Will or has FNS looked into simplifying the 
process? 

Response; USDA has established an online SNAP application process that 
farmers' markets can use to apply for participation. FNS has provided 
practical guidance through its website and Farmers' Market Handbook. FNS has 
streamlined the waiver process that farmers' markets must pursue to implement 
a scrip or bonus incentive demonstration project. The scrip project allows 
markets to redeem benefits for all vendors at the market using only one 
point-of-sale device to issue scrip, token, or receipts. FNS supports 
incentive projects that provide matching bonus dollars for purchases made 
with SNAP benefits. The incentives, funded largely by private foundations, 
non-profit organizations and local governments, are structured to improve the 
purchasing power of low- income families at farmers' markets. The streamlined 
waiver process not only simplifies the process for farmers' markets, but 
reduces the SNAP State agency requirements as well. 

By their very nature, farmers' markets pose unique challenges 
that regular commercial retailers do not. We will continue to work closely 
with farmers' markets and interested stakeholders to identify barriers to 
participation in SNAP. 


Ms. Kaptur: What kind of coordination does FNS do with AMS regarding 
supporting farmers' markets? 

Response: FNS is an active participant of the Farmers' Market 
Consortium coordinated by USDA's Agricultural Marketing Service (AMS). This 
Consortium is a public/private sector partnership dedicated to supporting the 
farmers' market industry by sharing and publicizing information about 
available sources of funding and technical resources, along with lessons 
learned from ongoing project activity. Members of the Consortium meet every 
quarter to review and discuss topical issues relevant to farmers' market 
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growth and performance on a national level. FNS and AMS co-authored a guide 
for markets interested in participating in SNAP. 

FNS is also involved in the Farmers' Market Promotion Program (FMPP) in 
AMS. Annually, FNS notifies all WIC Farmers' Market Nutrition Program (FMNP) 
and Senior Farmers' Market Nutrition Program (SFMNP) State agencies of the 
availability of this program. The grants, administered by the FMPP, are 
targeted to help improve and expand domestic farmers' markets, roadside 
stands, community- supported agriculture programs, agri-tourism activities, 
and other direct producer-to-consumer market opportunities. A percentage of 
the grants are dedicated to Electronic Benefit Transfer (EBT) projects to 
increase farmers' market participation in the Supplemental Nutrition 
Assistance Program (SNAP) . FNS assists in reviewing grant applications 
associated with EBT activities and conducting briefing sessions after the 
grants are awarded. 

FNS also actively helps to plan and participates in the National 
Association of Farmers' Market Nutrition Programs' (NAFMNP) annual 
conference, in which AMS representatives are included on the agenda. In 
general, FNS consults with AMS regularly on farmers' market data and other 
information and looks to them for assistance in disseminating relevant 
information to farmers' market stakeholders. 


FARMERS' MARKET NUTRITION PROGRAM QUESTIONS 


Ms. Kaptur: In FY 11, the Farmer's Market Nutrition Program was funded 
at $20 Million. The program was cut by $3 million in FY 12 and the FY 13 
budget request maintains that cut. Why is FNS not requesting full funding 
for the program? 

Response: Although the FMNP received a reduction in appropriated 
funding for FY 2012, the amount provided is consistent with the amount spent 
by participating State agencies for FY 2011. Generally, the FMNP has a 
relatively high percentage of funds that go unspent each year. By utilizing 
carryover funds of about $4 million in 2012, we were able to restore State 
agency grants to the prior year's levels. We anticipate doing the same in FY 
2013. 


Ms. Kaptur: What kind of impact has the reduced funding had on the 
Farmers' Market Nutrition Program? For example, how many individuals are not 
receiving assistance because of the cut? 

Response: Although the WIC Farmers' Market Nutrition Program (FMNP) 
received a reduction in funding in fiscal year (FY) 2012, FNS does not 
anticipate a reduction in the number of individuals receiving FMNP benefits. 
The shortfall in FY 2012 funding is expected to be offset by the recovery and 
reallocation of unspent funds from FY 2011. 


WIC QUESTIONS 


Ms. Kaptur: The budget request calls for $30 Million for information 
systems and Electronic Benefits Transfers (EBT) for the WIC Program. While I 
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realize states must take the lead in utilizing EBT WIC, please provide an 
update on EBT implementation, specifically when can we expect Ohio to be 
fully EBT ready? 

Response: The Department continues to promote the implementation of EBT 
in WIC State agencies, and provides technical assistance and funding, if 
available, to support the planning, development and implementation of WIC EBT 
systems. Currently, 57 State agencies, or well over half of all WIC State 
agencies, are involved in some phase of EBT, planning, development, 
implementation or operational Statewide. Five WIC State agencies have fully 
implemented EBT state-wide using offline smartcard technology. They are: 
Cherokee Nation, Oklahoma; New Mexico; Pueblo of Isleta, New Mexico; Texas 
and Wyoming. Five additional WIC State agencies have fully implemented EBT 
state-wide using on-line magstripe technology. They are: Chickasaw Nation, 
Oklahoma; Inter-tribal Council of Nevada; Kentucky; Michigan and Nevada. 

EBT implementation plans submitted by all State agencies in early 
fiscal year 2012 indicated that 87 of 90 WIC State agencies have projected 
that they will meet the mandated deadline of October 2020. In addition to 
the ten State agencies currently using EBT statewide, twenty-nine State 
agencies anticipated full statewide implementation by 2016, an additional 
twenty-four by 2018 and the remaining twenty-four by the 2020 deadline. 

Three State agencies plan to seek a waiver, as allowed by the Healthy Hunger- 
Free Kids Act. These implementation timeframes assume that adequate funding 
is available to implement EBT nationwide by the 2020 deadline. 

The Ohio WIC Program is currently in the planning stage for WIC EBT. 

The EBT implementation plan submitted by Ohio reported that both an 
information technology feasibility study and a financial operations 
feasibility study have been completed. Currently, the Ohio WIC Program is 
working with their WIC authorized vendors to determine retailer needs and 
making* updates to their cost analysis to determine EBT affordability. Once 
all these studies are complete, Ohio will determine the appropriate EBT 
technology system and seek approval from USDA to move forward with EBT 
implementation. At the current time, Ohio WIC projects to begin EBT 
implementation efforts in fiscal year 2013, with full statewide 
implementation achieved in fiscal year 2015. 


Ms. Kaptur: A FNS report stated that WIC served an estimated 60.9 
percent of the population eligible for WIC. What is being done in terms of 
outreach to ensure that those who are eligible receive WIC assistance? 

Response: All WIC State agencies, in cooperation with local agencies, 

are required to publicly announce and distribute information, at least 
annually, on the availability of program benefits, and provide this 
information to specified entities. In addition. State agencies are required 
to develop plans on how they intend to reach and provide program benefits to 
various populations including migrants, homeless individuals. Native 
Americans, employed individuals, individuals who reside in rural areas, 
pregnant women in the early months of pregnancy, and infants and children in 
foster care. 

State agencies use a range of media for their outreach activities - 
radio and television public service announcements, transit system placards, 
newspapers, movie theatres and social media. 



428 


SNAP QUESTIONS 

Ms. Kaptur: It is very difficult to find numbers regarding how many 
individuals are receiving SNAP benefits in my Congressional District and how 
many SNAP dollars are being spent in the District as well . Does FNS have any 
plans to improve reporting of these numbers? 

Response: SNAP benefits are exempt from being reported to USASpend.gov 
since they are direct benefits to an individual. FNS provides SNAP 
administrative dollars to State agencies and therefore those obligations are 
reported to USASpending.gov at the State-level and not by Congressional 
District . 

FNS has prepared an analysis of data from the 2007-2009 American 
Community Survey that provides estimates of SNAP participants and their key 
demongraphic characteristics for each Congressional district. This 
information is available on the FNS website at 
http : / /www. fns . usda . gov/ora/SNAPCharacteristics/def ault .h tm . 


Ms. Kaptur: Please describe for the record what FNS is doing to 
encourage SNAP recipients to purchase healthy foods. 

Response: Almost every American's diet is in need of improvement. 
Strategies to motivate healthier diets and reduce obesity need to address all 
of us. The Healthy Eating Index (HEI) is USDA's tool to monitor the extent 
to which people's diets conform to Federal dietary guidance. The HEI-2005 
score, our most recent, was 58 out of a possible 100. No subgroup - SNAP 
participants, eligible nonparticipants or higher income persons - had an 
average score higher than 58. USDA is committed to helping all Americans 
achieve healthy eating and has just issued, along with Health and Human 
Services (HHS) , the 2010 Dietary Guidelines. 

USDA is committed to improving access to and encouraging healthy 
choices through nutrition education, exploring the potential of financial 
incentives, and increasing the availability of nutritious products. FNS has 
undertaken the following measures to encourage SNAP recipients to purchase 
healthy foods: 

• Improved access to healthy foods is reflected in the FNS commitment to 
increase substantially the number of farmers' markets that accept SNAP 
benefits. There were 753 farmers' markets participating in SNAP in FY 
2008. At the end of FY 2011, 2,445 direct marketing farmers and 
farmers' markets participated in SNAP. 

• Financial Incentives to purchase fruits and vegetables with SNAP 
benefits are being tested as part of the Healthy Incentive Pilot. The 
Healthy Incentives Pilot has enrolled 7,500 randomly selected SNAP 
households to receive incentives. For every dollar participants spend 
on fruits and vegetables using their SNAP Electronic Benefit Transfer 
cards, 30 cents will be added to their benefit balance - thus cutting 
the cost of fruits and vegetables by almost one- third. Massachusetts 
was selected competitively based on its comprehensive pilot proposal 
that included very thorough and strong design, implementation, staffing 
and management plans. The pilot began in 2011 and is expected to 
produce initial findings in the summer of 2013. 
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• Nutrition education is a critical component of USDA's initiatives, and 
helps to motivate better choices with their SNAP benefits and other 
food resources. On March 30, 2012, SNAP released its annual technical 
guidance to States and community stakeholders to help them better plan 
for their fiscal year 2013 State Nutrition Education Plans that 
incorporate the objectives of the Healthy Hunger Free Kids Act of 2010 
(HHFKA) . USDA also has an interim-final rule, SNAP: Nutrition 
Education and Obesity Prevention Grant Program, promulgating provisions 
of HHFKA intended to further strengthen SNAP nutrition education, in 
clearance and it is expected to be published shortly. 


COMMODITY ASSISTANCE PROGRAM 


Ms. Kaptur: How important have the commodity assistance programs been 
given the downturn in the economy? 

Response: USDA's commodity assistance programs, including but not 
limited to CSFP, the Emergency Food Assistance Program (TEFAP) , and the WIC 
Farmers' Market Nutrition Program ( FMNP) , are an important part of the 
national safety net against hunger. While SNAP is USDA's primary nutrition 
assistance program and provides a basic level of nutrition assistance to 
households with little income and few resources, CSFP, TEFAP, and FMNP 
operate to supplement the special nutrition needs of low-income Americans. 

CSFP is intended to supplement the diets of pregnant and postpartum 
women, infants, children, and elderly persons. During the economic downturn, 
CSFP has been extremely important to the particularly vulnerable populations 
the program serves. In FY 2011, CSFP received $175.7 million in funding to 
support a national caseload of 604,931. 

TEFAP, which is targeted to provide nutrition assistance on an 
emergency basis, has helped thousands of individuals and families who were 
negatively affected by the economy. In FY 2011, $228.4 million in USDA Foods 
were delivered nationally for TEFAP using appropriated funding. The program 
also received $235.3 million in bonus foods. 

Additionally, in FY 2011, the Department allocated a total of $23.3 
million to 46 States, Indian Tribal Organizations, United States Territories, 
and the District of Columbia for the operation of FMNP. FMNP coupons were 
issued to 1.9 million recipients, with an average benefit level of $21 (FMNP 
benefits ranged from $10 to $30). Nearly 18,500 farmers were authorized to 
accept FMNP coupons nationwide. 


Ms. Kaptur: Please describe how the commodity assistance programs have 
helped in Ohio. 

Response: In FY 2011, almost 20,000 low-income pregnant or post-partum 
women, infants, children, or elderly persons were served CSFP food packages 
in Ohio on an average monthly basis. Through TEFAP, Ohio received over $19.8 
million in USDA Foods in FY 2011, including almost $10.3 million in bonus 
foods. Ohio also received administrative funding through CSFP and TEFAP. 

In FY 2011, Ohio also received $542,401 in funding for FMNP. The 
individual benefit level ranged from $15-$24. FMNP coupons were issued to 
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36,769 recipients. Nearly 500 farmers were authorized to accept FMNP coupons 
in 56 Ohio counties. 


Ms. Kaptur: How much funding is expected to be provided through the 
commodity assistance programs in my Congressional District in FY 12? 

Response: FNS does not report information down to the Congressional 
District for the Commodity Assistance Programs. FNS provides funds and 
commodities at the State level. 


MISCELLANEOUS QUESTION 


Ms. Kaptur: Does FNS have plans to allocate funding for the People's 
Garden Grant Program? If so, how much? 

Response: FNS does not currently plan to allocate funding for the 
People's Garden Grant Program in 2012. In fiscal year 2010, FNS operated a $1 
million pilot program to promote garden-based learning opportunities in 
schools as authorized by the Richard B. Russell National School Lunch Act, 
and funded by the Agriculture, Rural Development, Food and Drug 
Administration, and Related Agencies Appropriations Act, 2010. Schools in 
Washington, New York, Iowa and Arkansas who participated in the pilot came 
from urban, suburban, and rural communities and had at least 50 percent of 
their students qualified to receive free or reduced-price school meals. FNS 
did not receive an appropriation for this program for fiscal years 2011 or 
2012. However, USDA is currently considering various ways to 

institutionalize and expand the scope of the initiative to provide assistance 
to vulnerable communities. 
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